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EDITOR'S FOREWORD 


Whether it be in the form of ‘‘disaffection’’ in Canada or genuine 
anti-Americanism in Cuba, the United States has been experiencing 
in recent times grave difficulties in its relations with its Western 
Hemisphere neighbors. Fortunately, the degree of such difficulties 
is not as sharp or profound in Canadian-American relations as it is 
with Washington’s ties south of the Rio Grande. It is for precisely 
this reason that the emphasis of this issue is focussed on the problems 
of United States relations with Latin America. 

The reasons for the current, critical state of the discontent in the 
Americas are, like any problem in international affairs, not only com- 
plex but also multi-natured. No one sole cause or factor can be said 
to be the reason for present strains. The reasons are political, econ- 
omie and social. They are political in that the United States, beset by 
challenges from every corner of the globe, has neglected to mend its 
fences with its closest neighbors; has, to a now self-evident degree, 
tended to take its neighbors for granted. They are economic in that 
the Latin American countries are in the main crippled by poverty 
and unable to cope with a rising population; the tensions that under- 
score the economic aspects of United States-Latin American rela- 
tions are often more cogently expressed in the division between the 
‘‘haves’’ and the ‘‘have nots.’’ And finally, and not as is so often 
regarded unimportantly, the reasons are social. One has to speak to 
only a few of the younger generation of Latin Americans (and we 
speak not of any ‘‘radical fringe’’ but of thoughtful individuals con- 
cerned with the future of their countries) to be aware of the depth 
of their anxiety, and often bitterness, towards the continued United 
States support of such dictators as Trujillo, Stroessner and Somoza. 
These same younger Latin Americans will argue: how can the United 
States continue to preach freedom and act as the champion of democ- 
racy while at the same time continuing its acknowledgement of open- 
ly dictatorial regimes? And while we may glibly answer that it is due 
to economic interests or to political realities which force our hand in 
this matter, we must in the last analysis realize that such answers 
are not sufficient and indeed, that the consequences of such compla- 
cency can only lead to the calamity evident in the present Cuban 
situation. 
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It is our considered view that much of the current difficulties with 
Cuba is due to our own making. We do not for one minute condone 
the irresponsible outbursts of Dr. Castro nor do we approve of the 
dangerous course that his revolution has taken. But there is no doubt 
that much that lies beneath the surface of Cuba’s present attitudes 
must be shared in part by the United States. We did not espouse this 
genuinely social and fundamental revolution as strongly as we might 
have ; we made few attempts to end all our connections with the former 
Batista regime; we did little to promote a positive policy towards the 
new Cuba and we did, in short, fail to realize just how complete this 
revolution was and perhaps more sadly (as has so often been our 
attitude towards new nations striving to overthrow hated and vested- 
interest rule) we failed to remember our own heritage of revolt and 
the fact that our own nation was born out of protest to tyranny. 

These may be to many Americans unpalatable thoughts. But if 
they are then, it is suggested, they are that much more necessary to 
accept in a world and in a century which mirrors such extraordin- 
ary and rapid changes that they often outdistance our own thinking. 
For we know from many examples since 1945 — and Cuba is only 
one — that shortsightedness, that conservatism born out of a resistence 
to change and that the failure to realize the aspirations for freedom 
of millions of people today will only lead to the most disastrous con- 
sequences — some of which we are at present witnessing in Cuba. 

The problems are not easy nor are they posed in black and white 
terms. But if, as you read the articles in this issue, you feel uncom- 
fortable at the revelation of some of the past practices we have fol- 
lowed in respect to Latin America then it may be said that it is a 
measure of your sensitivity and sympathy to those who now seek sim- 
ilar standards of freedom and prosperity that we today enjoy in our 
own country. It is further a measure of your willingness to accept what 
we at the Journal see as a central issue in the critical struggle between 
our way and another way: the challenge of change. 

It is this challenge that the United States is confronted with today 
in its relations with its neighbors in the Americas. It is this challenge 
which America must meet everywhere with a new flexibility in its 


policies and a renewed strengthening of its worthy and timeless prin- 
ciples. 
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LATIN AMERICA SINCE THE WAR 


by Norman A. Bailey 


A graduate of the School of International Affairs and at present a 
Lecturer in Latin American Government and Politics at Columbia Uni- 
versity, Mr. Bailey is also an international economist with a major oil 
company. 


Of the hundreds of books published in Latin America since the 
end of the Second World War, two have outsold all competitors by 
a wide margin. These works are neither romantic fiction nor mystery 
thrillers, but political treatises. La Batalla de Guatemala,’ by Guiller- 
mo Toriello, was published in Mexico in 1955 and was disseminated 
throughout Latin America with astonishing rapidity. Toriello was 
Foreign Minister of Guatemala at the time of the overthrow of the 
Arbenz government in 1954, and his book is an attack on the policies 
of the United States of America. What distinguishes it from dozens 
of similar attacks, however, is that Toriello’s book gives the illusion 
of being a calm, objective, more-in-sorrow-than-in-anger examination 
of the réle that the United States played in the internal polities of 
Guatemala from the revolution of 1944, which attempted to unleash 
the energies of a nation for the first time in its history, to the final 
Gotterddmmerung of that revolution ten years later. The other book, 
La Era de Trujillo,® by Jesis Galindez, who before his disappearance 
in March, 1956, taught Latin American Government and Polities at 
Columbia University, was published later that same year in Chile. The 
book is a scholarly, dry, fully-documented and utterly-convincing dis- 
section of a dictatorship, the long-term, bloody, devastating reign of 
Generalissimo Rafael Trujillo, Tyrant of the Dominican Republic, 
former prize pupil of the US Marine Corps and for decades proclaimed 
friend of the United States and champion of democracy. This book 
went through five editions in two months, and it is still selling. In 
addition to these, two other books, written by men who are now Presi- 


1 Guillermo Toriello, La Batalla de Guatemala, Mexico City, Ediciones Cuadernos 
Americanos, 1955. 

2 Jestis de Galindez, La Era de Trujillo, Santiago de Chile, Editorial del Pacifico, 
1956. 
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dents of their respective countries, have disconcertingly similar titles: 
Rémulo Betancourt’s Venezuela: politica y petroleo® and Arturo Fron- 
dizi’s Petrdleo y politica.* Both attack the United States and both 
attack economic enslavement masquerading in the gilded trappings of 
political independence. 

Latin Americans today are preoccupied with three basic needs, and 
they will not be deflected from this preoccupation. The first is econ- 
omic growth, and it is both the most powerful, and the one which 
largely conditions and colors the other two. Toriello’s book, though he 
did not write it for that purpose, admirably chronicles the desperate 
search of one small nation for the path to economic growth, and for 
the men who not only could find the path but who would give the 
nation the necessary impetus to start its journey. The second preoc- 
cupation of the Latin Americans is with political freedom. The day 
of the Trujillos is past, whether or not they realize it. They are as 
outmoded as pithecanthropus erectus, and they cannot escape their ex- 
tinction. Who will take their place is not yet clear, and may not be 
clear for some time, for the new leaders may assume many forms — the 
form, for example, of a Lazaro Cardenas, or a Peron, or a Castro, or 
an Arbenz, or a Lopez Mateos. Which form will win out in any given 
country, and which form will become dominant in the region as a 
whole largely depends on the progress of economic growth. The third 
preoccupation is with independence. True, Latin America achieved 
nominal independence during the second and third decades of the 
nineteenth century, but true independence is a frame of mind, not 
a diplomatic fact. No one in the United States doubts that he lives 
in an independent country. No one in Russia doubts that his is an 
independent country. The doubt is strong in Latin America however, 
and all the polemics about politics and petroleum are designed to 
prove that Latin America is not yet truly independent, and that it 
should be, can be, and must be. 

In short, Latin America is searching for its identity, and it will 
find it, for that identity is being forged with every day that passes. 
We in the United States may not like that identity at all, when it 
finally emerges full-blown, but whether we like it or not, we will have 
to deal with it, and the mighty engines of universal destruction which 
are being built in feverish haste by the superpowers will ensure that 
we will no longer be able to deal with it successfully either by speak- 
ing softly or by carrying a big stick. 


* Rémulo Betancourt, Venezuela: politica y petrédleo, Mexico City, Fondo de Cul- 
tura Econdémica, 1956. 


4 Arturo Frondizi, Petréleo y politica, contribucién al estudio de la historia eco- 
némica Argentina y de las relaciones entre el imperialismo y de la vida politica na- 
cional, Buenos: Aires, Editorial Raigal, 1956. 
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The period since the end of the Second World War in Latin Amer- 
ica has been one of rapid and irreversible change throughout most of 
the area. Only Nicaragua, Paraguay and the Dominican Republic have 
remained relatively untouched by new modes of thought and new ways 
of action, but even they are not entirely unaffected. Bolivia and Cuba 
have become the second and third nations in Latin America to undergo 
genuine social revolutions on the Mexican model. Change in the other 
republics has varied from near-stagnant Peru to a Brazil which is 
desperately trying to expand and grow within the mold of its tradi- 
tional society. There have been four events, however, since the War 
which have had particular significance for Latin America as a whole, 
and these we shall examine closely, both as to their purely internal 
significance, and as to their influence on the foreign policy of the 
United States. These are, in logical, rather than chronological order, 
the Guatemalan debacle of 1944-1954; the Cuban revolution of 1959; 
Peronism; and the Latin American Common Market. 


Guatemala 


By the year 1944 there was no country in Latin America that 
seemed more ripe for a social revolution than Guatemala. Ruled ever 
since independence by four implacable despots, landlord-ridden and 
crushed under the dead hand of traditional society, with the Indian 
half of the population in no wise integrated into national political, 
economic or social life, Guatemala appeared as logical a spot as any 
in the region for the outbreak of a genuine upheaval such as that which 
started in Mexico in 1910. However, no such thing actually occurred. 
The revolution of 1944 against dictator Jorge Ubico was a revolution 
made by city-people, students, intellectuals, and disgruntled army of- 
fieers. Neither then nor any time during the next ten years were the 
Indian peasant masses brought into effective action in support of the 
revolution, nor was the power of the Guatemalan army crushed. Thus 
two of the indispensable concomitants of a Latin American social rev- 
olution were absent. As a consequence the revolution turned inward 
and fed upon itself, since it was denied logical expansion. The result 
of this political cannibalism was the growth of Communism, as the 
government searched for support at any price to protect it from the 
apathy of the peasants and the potential hostility of the army. While 
the other real or pretended supporters of the régime bickered among 
themselves and scrambled for the spoils of office, the Communists 
worked, and worked hard. It is a comforting thing in a Latin Amer- 
ican country to find a coterie of men who will sacrifice self-interest 
and work, day and night, twelve, fourteen, sixteen hours a day, pre- 
sumably for the cause of social justice and economic growth. Such 
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men exist, of course, in all strata of society and in all political group- 
ings, but nowhere except in the Communist Party can they be found 
in a tightly-knit group and used as such, and the temptation to so 
use them is naturally very great. As a consequence the Communists 
gained positions of power and influence in the labor movement, in 
education, in the peasant federations, and finally, in the government 
itself through deceit, treachery, and manipulation, of course, but pri- 
marily through hard work and efficient organization. The aims of the 
original revolution, which had died a-borning, were transformed and 
twisted by the warped schemes of the Communists, and finally became 
the policies of the Guatemalan government. But the apathy of the mass 
of the population was fatal to the revolution, since only an aroused 
populace can defeat and disarm an oppressive and politically-minded 
army. For a social revolution to succeed, the army must be destroyed, 
or the revolution will forever be at its mercy, and although a Latin 
American army may tolerate social revolt for a time, its tolerance 
stops short at the point where it, or the system on which it feeds, is 
threatened. Thus when the Arbenz régime was attacked, although the 
forces of rebel chieftain Castillo Armas had been unable to advance 
more than ten miles into the country, the Guatemalan army stepped 
in and ousted the revolutionary government, which had been in power 
almost ten years, with no more expediture of energy than was nec- 
essary to march into the Presidential Palace and announce to Colonel 
Arbenz that he was no longer President. Since 1954 the traditional so- 
ciety has been reimposed upon Guatemala. That it will not last, we 
know — the manner of its going we do not. 

The Guatemalan affair also has great importance in the light of 
US-Latin American relations. Neglect of Latin America, an area which 
had always been central to US foreign policy, began during the Tru- 
man Administration and was intensified when the Republicans gained 
power in 1953. In La Batalla de Guatemala Toriello says: ‘‘In 1953 
the Administration in the United States changed, and with it, the 
party in power. A shudder of terrer ran through all of Latin Amer- 
ica’’ (p. 65, my translation). In the Latin American view, the big 
stick, put away during the Good Neighbor period, was unsheathed 
again, and used in June, 1954, when Guatemala was invaded by rebels 
proceeding from Honduras, armed by the United States government. 
Thus the Dulles Doctrine was born, and interpreted by the Latin 
Americans to mean that the United States had relegated to itself the 
right to overthrow any government in Latin America which it found 
distasteful. Even stanchly anti-Communist Latin Americans, who priv- 
ately admit that the Guatemalan government had to be done away with, 
cannot publicly do anything but condemn the actions of the United 
States. This country had a perfect chance, in 1944 and the following 
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years, to demonstrate to Guatemala and to Latin America that it could 
recognize, applaud and support a struggling social revolution, however 
faulty and incomplete. We did not do so. On the contrary we obstin- 
ately supported the refusal of the United Fruit Company to counten- 
ance the slightest change in the disgraceful provisions of the contracts 
it had cajoled or extorted from venal and brutal dictators. We waited 
until the desperate government turned to the Communists, who per- 
verted the revolution to gain their own ends, and then, only then, we 
acted: in such a way as to combine the brutality of open intervention 
with the hypocrisy of pretended virtue. It seemed that we could not 
openly state our aims, and then act upon them honestly. 

The Guatemalan tragedy was vitally important also for the Or- 
ganization of American States. That regional organization, in existence 
in one form or another since 1890, began to codify its structure and 
its functions immediately upon the conclusion of the universal con- 
flict. At the Chapultepee Conference of 1945 the countries of the 
Western Hemisphere closed their ranks in the face of the not-yet- ex- 
istent world organization, and thus were able to present a common 
front at San Francisco in order to save the regional system which they 
had laboriously and pragmatically built up over a period of many 
decades. In 1947 the Inter-American Treaty of Reciprocal Assistance, 
or Rio Pact, was signed, providing for the handling of disputes of 
many kinds and degrees of severity, up to and including open aggres- 
sion. Under the provisions of the Rio Pact measures short of military 
action may be imposed by a two-thirds vote of the Organ of Consulta- 
tion, which may be either a Meeting of Consultation of Ministers of 
Foreign Affairs, or, on short notice, the Council of the O.A.S. itself. 
Military action may also be voted by a two-thirds majority, but the 
decision is not binding on those countries voting against it or abstain- 
ing. In 1948 the foundation-structure of the O.A.S. was completed 
with the signing of the Charter of the Organization of American States 
and the American Treaty of Pacific Settlement (Pact of Bogota). 
The Pact of Bogota provides for methods and means of pacific settle- 
ment of disputes, short of open conflict, through good offices, media- 
tion, conciliation, arbitration and judicial settlement, and also provides 
for the enforcement of arbitral and judicial decisions through the 
mechanisms of the Rio Pact. The Rio Pact and the O.A.S. Charter 
have been ratified by all of the twenty-one member states of the 0.A.S., 
but the Pact of Bogota has been ratified by only nine of the signatories. 
In December of 1948 the peace-keeping machinery of the O.A.S. re- 
ceived its first test, when Costa Rica was invaded by a rebel band 
proceeding from Nicaraguan territory. By constituting itself Provi- 
sional Organs of Consultation and by the use of an investigating Com- 
mission and military observers, the Council of the O.A.S. suecessfully 








120 JOURNAL OF INTERNATIONAL AFFAIRS 


settled this affair, and in such a way that the territorial integrity and 
independence of Costa Rica were protected. Since 1948 the Council 
of the O.A.S. has been involved in eight other threats to or breaches 
of the peace which have been brought to its attention. It has settled 
seven of these cases successfully, by means of commissions, military 
and air observers, the sealing of borders, the creation of neutral zones, 
and in two eases, by the provision of military assistance to the ag- 
grieved party. The one case that was not settled by the O.A.S. was 
the Guatemalan case. The circumstances were identical with many 
others the 0.A.S. had handled successfully — Guatemala was invaded 
by a band of rebels proceeding from Honduras, with the help and as- 
sistance of the Honduran and Nicaraguan governments. In this case, 
however, the 0.A.S. did nothing. The reason, of course, is obvious. 
It is true that the Guatemalan government never invoked the Rio Pact. 
It knew that it would get nowhere in the O.A.S. and preferred the 
propaganda platform of the Security Council of the United Nations, 
where it would have the support and voice of the Soviet Union. How- 
ever, Uruguay attempted to get the 0.A.S. Council to consider the 
Guatemalan side of the dispute, and was voted down. The Council 
instead adopted a United States resolution calling for a Meeting of 
Consultation of Foreign Ministers to consider the danger to the Hemis- 
phere caused by the growth of Communism in Guatemala. The point 
here is not who was right or who was wrong. The point is that the 
O.A.S. Council was unable to act to protect the constitutional govern- 
ment of Guatemala, as it acted on other occasions to protect the 
Haitian, Costa Rican, Dominican, Nicaraguan, Panamanian, Honduran 
and Ecuadorean governments, because the United States in the Guate- 
mala case did not want it to so act, and in fact, used all of its power and 
influence to see that the Organization did not so act. It is, of course, 
no secret that the United States has a decisive voice in the 0.A.S. when 
and if it wishes to use its power, but our national interest lies precisely 
in hiding and muffling that power to the greatest extent possible, and 
not arrogantly displaying and wielding it, if we value the inter-Amer- 
ican system at all and wish its continued health and growth. The 
prestige of the O.A.S. has never quite recovered from the Guatemalan 
ease, and although rapid and efficient action has been taken on dis- 
putes subsequent to 1954, the original cooperative spirit has not en- 
tirely returned, and will not until such time as the United States 
demonstrates effectively that it is willing, voluntarily, to abide by the 
rules in the face of great provocation. 


Cuba 


Until the advent of Fidel Castro Cuba was a colonial country with 
a colonial economy. Policy decisions depended on the acquiescence, or 
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at least tolerance, of the United States, no matter what government 
was in power in Havana. As with all underdeveloped countries, Cuba 
lived on the proceeds from the sale of primary commodities, particu- 
larly sugar. This in itself is not necessarily a bad thing. There is no 
other way for an underdeveloped economy to grow than by the ex- 
pansion and diversification of primary exports, and the wise and 
judicious investment of the money so earned in productive enterprises. 
In Cuba, however, the local capitalists were satisfied with the earnings 
from export agriculture, or from industries designed to process the 
export crops, and the capital earned was spent on conspicuous con- 
sumption or land speculation rather than on exploitation of the in- 
ternal market. It does not matter how ruthless or how avaricious an 
entrepreneur is, if he invests his capital in such a way that the pro- 
ductive capacity of the country is expanded, his operations are a net 
gain to the nation — indeed, much simplified, that is how the great 
industrial societies of the United States and Europe were formed. 
Greater social justice developed in these societies as a concomitant of 
the improved distribution of income brought about by the productive 
investments of men who had no conscious desire whatever to improve 
that distribution. In Cuba, however, as in various other Latin Amer- 
ican countries, the rich truly became richer and the poor poorer, de- 
spite the fact that the island itself was wealthy in Latin American 
terms. Instead of the usual struggle between the traditional landed 
upper class and the emergent, commercial and industrial, middle class, 
the middle class in Cuba contented itself with servicing the upper 
class and catering to its wants and desires, depending on wide margins 
for its profits, rather than on large volume. 

If a traditional society will not or cannot transform itself in the 
classical way by the gradual take-over, peaceful or violent, of the 
middle sectors, that society will achieve economic growth only by a 
complete upheaval and forceful redistribution of wealth by the state. 
That is not to say that the wealth is necessarily distributed to ‘‘the 
people’? — it may, and more likely will, be confiscated by the state 
to be used for its own purposes, usually investment in social overhead 
and capital goods industries. The danger today is that the underde- 
veloped areas of the world seem too impatient to let the normal se- 
quences of economic growth take their course, and often opt immedi- 
ately for state control, thereby running great danger of losing that 
most precious of all gifts, individual liberty. However, because of its 
unique position vis-d-vis the United States, Cuba might never have 
achieved balanced economic growth in the normal way; at any rate 
there was little sign that such growth was in progress. 

What Fidel Castro is doing in Cuba today fits easily into the 
common pattern of state-induced economic growth. He has not re- 
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distributed Cuba’s income, except in a few showcase instances, to the 
Cuban people; he has rather appropriated the productive sectors of 
the economy for the state, and is using the proceeds to achieve those 
goals the Cuban government feels to be important. Confiscation, ex- 
propiation, special levies on salaries and wages, ‘‘voluntary’’ con- 
tributions of part of the weekly paycheck, and the ‘‘voluntary’’ labor 
of special work and youth gangs are all methods of wresting the nece- 
essary capital for growth from the flesh of men and women already 
desperately poor.® A country must develop largely by means of its own 
resources, since external financing can at best be a limited help, and 
the only way of doing that is by depressing still further an already 
low standard of living. There is, on the other hand, absolutely no point 
in discouraging the foreign money, public or private, that is willing 
to come into the country and swell the total supply of productive cap- 
ital. Castro’s excessive ‘‘yankeephobia’’ is hurting Cuba, not only be- 
cause of the obvious political dangers, but also in a purely economic 
sense. 

Communism’s appeal to the underdeveloped countries lies not in its 
ideology, nor in its political structure, but in the undeniable fact 
that it is a way to achieve rapid economic growth. That it does so by 
brutal, sadistic and enslaving means is overlooked in the pleasant glow 
of rapidly rising industrial growth curves. If the traditional liberal 
forces of Latin America, the ‘‘nice,’’ respectable, governments do not 
and will not have the courage to make the changes necessary for take- 
off into self-sustaining economic growth, those countries, one by one, 
will undergo bloody and perhaps catastrophic social revolutions. These 
revolutions can then take the statist path, or even the Communist one, 
or they may develop indigenous modes of controlling the investment 
of capital, as Mexico has done. We must hope for the latter, but we 
need not be surprised at the former. 


Peronism 


Closely related to the relative lack of understanding of the dynam- 
ies of economic growth in Latin America is the history of Peronism, 
and its imitators. Argentina was neutral throughout almost the entire 
Second World War. Consequently, it ended that War with an immense 
backlog of foreign exchange, which it had been unable to spend be- 
cause of the cutting-off of its traditional sources of supply. Unfor- 
tunately, instead of having in 1945 a government dedicated to sound 
economic growth through the wise investment of those funds, the Ar- 


5 In the flush of revolutionary ardor the contributions and the work may indeed 
be voluntary, but such levies soon become the normal thing, and then it does not matter 
if they are voluntary or not. 
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gentine Administration was headed by the demagogue Juan Domingo 
Peron. He and his ex-radio actress wife, Evita, proceeded to curry 
favor with the laboring classes through open-handed largess with the 
resources of the state. For years Perén gave away the money that had 
been built up during the War, and when that was exhausted he sys- 
tematically looted Argentinian agriculture, the mainstay of the coun- 
try’s export trade. A state agency was established, which bought all 
agricultural and pastoral produce at its own very low prices, and 
then sold them at the world market price. The proceeds were given 
to the workers in the form of state-decreed wage increases, which were 
in no way linked with increases in productivity. The result was inevit- 
able. The Merry-go-Round ground to a halt, herds were reduced, prime 
stock slaughtered, fields allowed to go fallow, and Perén imposed 
one meatless day a week upon the Argentine people, an absurdity in a 
country which once supplied all of Europe with a large portion of its 
meat and meat products. Finally, in September of 1956, more than 
eleven years after gaining power, Perén was overthrown by a com- 
bination of certain elements of the armed forces and civilians, mostly 
from the interior provinces. Today, almost four years after his exile, 
Perén still commands the support of one-fourth of the Argentine elec- 
torate, as was demonstrated in the elections held in March, 1960. The 
most tragic consequence of eleven tragic years is the perversion of 
the Argentine working classes, and the consequent fear of the gov- 
erment to offend them. The Argentine worker is firmly convinced 
that he ean get something for nothing, and it is difficult to blame him, 
since he was schooled in that belief by his masters. 

The search for an easy way out of the problem of economie growth, 
with no social revolution; with no more work, and preferably less; 
with the wealthy keeping what they have and spending it as they wish, 
and the poor getting more fiat money for the same turnout of goods 
has not been confined in Latin America to Argentina. This ‘‘method’’ 
is, of course, inflationary, and has been tried notably by Chile, Uru- 
guay, and Brazil. Chile and Uruguay have already found that it 
cannot be done, and are attempting to dig their way out of the débris 
left by the attempt. Brazil has been saved thus far by massive infu- 
sions of foreign capital, but the Brazilian economy, if not put in order 
soon, will collapse with a crash which will reverberate throughout the 
Western Hemisphere. This problem is shared with many of the under- 
developed areas of the world — advanced social legislation and strong 
union movements without even the beginnings of the foundation for 


6 Bolivia is a special case of a genuine social revolution followed by galloping 
inflation, because of a very bad economic situation and consequent loss of nerve on 
the part of the revolutionary government. 
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such a superstructure. Social justice is an outgrowth of the expanded 
productivity of a country — it cannot be imposed by fiat on an econ- 
omy which generates no fat to be skimmed off. 


\ The Common Market 


It is a pleasure to turn now to consideration of a development which 
is not only hopeful, but which could be more important in the long 
run than any of those which have been discussed so far. In Monte- 
video, in March, 1960, a free-trade treaty was signed by seven Latin 
American countries.’ It is open for the adherence of any or all of the 
other Latin American nations. This so-called Montevideo Treaty .has 
been viewed with scorn by various economists and commentators. They 
point out that the Latin Americans produce goods which are com- 
petitive, and not complementary ; that manufactured goods can be pro- 
duced more cheaply abroad and imported; and that in any case, trans- 
portation facilities among the various republics are so poor that move- 
ment of any quantity of goods would be almost impossible. But they 
are overlooking the quite sizable group of goods which are comple- 
mentary, mainly agricultural (temperate for tropical), and the effects 
of the amplification of the potential market; that at first manufac- 
tured goods can almost always be manufactured more cheaply abroad 
than at home; and that most of the consuming centers of Latin Amer- 
ica being along the coast, merchandise can, and would normally, move 
from one point to another by water. They are also, and more impor- 
tantly, overlooking the political and psychological effects of the free 
trade treaty. This is a project which was conceived, initiated, and 
brought to fruition by Latin Americans. The Latin American republics 
must learn to cooperate, at least on economic matters, in a manner 
going far beyond the usual pleasant and empty words at international 
gatherings. The Common Market is a step in this direction, and as 
such, deserves the support, with no reservations, of the United States 


government. 
* * *% 


The search for identity will continue in Latin America. That iden- 
tity may be found in Communism. If, because of the presence of the 
United States, such a solution proves impossible, continued chaos may 
be the result, particularly if the US continues to provide no leader- 
ship, and only negative example. Or it may be found in sound demo- 
cratic and capitalist growth. If so, it will be growth in their own way, 
not in ours or in anyone else’s. The Mexicans have found a way, and 
it shows every sign of being a successful one, particularly if the gov- 


7 Argentina, Uruguay, Chile, Brazil, Paraguay, Peru, Mexico. 
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erning party can eventually throw open the political arena to free 
contention before it is forced open by circumstance. The way found 
by the Peruvians, or the Argentines, or the Brazilians may be dif- 
ferent or it may be very similar, but it will eventually be found. 

What can the United States do to aid, or at least not hinder, this 
vital search? We can stop subsidizing armies which do nothing but 
create internal chaos and perpetuate their own influence. We can pro- 
mote inter-American disarmament, so that the millions now spent on 
instruments of destruction can be spent on economic growth. We can 
support and aid social revolutions, while maintaining our own dignity, 
and replying to attack with forebearance, but not with a cringing de- 
sire that everyone ‘‘love us.’’ We can support the Organization of 
American States, by upgrading the economic and social functions of 
that organization and helping to make it a living force in the Hemis- 
phere, and not just a sometime policeman. We can at long last adopt 
clear and consistent policies, which we follow firmly but flexibly, so 
that US foreign policy will become a known quantity, rather than a 
cause for constant apprehension. 

Finally, and most important, attention must be paid. Latin Amer- 
ica is the test-tube of our foreign policy. If we succeed in finding 
again a reason for existing, and for being a people and a country, we 
will find a solution. If we do not, we will fail everywhere as we will 
fail in Latin America. 
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Most people, when they stop to think of it, realize that there are 
vast differences among the twenty Latin American republics. Some 
have per capita incomes comparable to the less opulent nations of 
Western Europe, while others have incomes that rank among the low- 
est in the world. Some Latin American countries suffer from severe 
population pressure, while others have vast unsettled and uncultivated 
land resources. Some are populated almost entirely by people of Eu- 
ropean origin, while other countries are populated predominantly by 
Indians and Negroes. There are enormous differences in social struc- 
ture, in the character and stability of the governments, in economic 
organization and land tenure systems, and in the stage of develop- 
ment and industrialization. Yet we so often seek to deal with the pro- 
blems of Latin America as a unit and suggest the same programs and 
policies for countries as different as, say, Austria, New Zealand, and 
Burma. 

This fallacy of aggregation is probably inevitable in any treat- 
ment of Latin America as a whole in a single article, including this 
one. But there are other common fallacies of which we must also be 
aware. One is the belief that by providing a sufficiently large amount 
of economic aid and by adopting the right political policies, we can 
assure the successful economic development of the Latin American 
republics. This point of view overlooks the important principle that 
the best that foreign countries or international organizations can do 


* In the preparation of this article, I have drawn generously on Problems of Latin 
American Economic Development, prepated under my direction by the Institute of Inter- 
national Studies and Overseas Administration, University of Oregon, for the Committee 
on Foreign Relations, US Senate, February 1960. 
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is to help independent countries to help themselves. Discovering the 
best way to do this, even with unlimited resources, is no easy task, 
but the best of efforts will come to little in the absence of appropriate 
policies and administration in the developing countries. Development 
is largely a matter of changing the capacities, the motivations, and the 
social outlook of people, and in this foreign money and advice can play 
an important or even necessary role, but never a sufficient one. 

Finally, we must mention the fallacy that economic prosperity or 
rising per capita incomes will assure political stability and democratic 
progress. Such empirical evidence as we have on this point to date 
does not provide convincing proof of a positive correlation between 
levels of living on the one hand and political stability and the main- 
tenance of basie freedoms on the other. To me this means that we 
cannot be satisfied with achieving economic objectives alone in our 
foreign assistance programs, in Latin America or elsewhere. Success 
in realizing the ultimate objectives of our foreign aid programs will 
depend upon our bringing to bear the maximum amount of influence 
— economic, political, and social — on the less developed countries. 
Merely transferring money and technical skills is not enough; we must 
give something of ourselves and endeavor to transplant our own social 
values. If the aid-dispensing process is to be neutral regarding demo- 
cratic ideals, regarding social welfare, regarding fundamental human 
rights, and regarding sound economic policies, it has abdicated its 
major function. 


Performance in the Recent Past 


The social, political, and economic revolutions that have been going 
on over much of Latin America during the postwar period have been 
accompanied by a high overall rate of economic growth, with average 
real output per capita increasing about 2 per cent per year over the 
1948-58 period. However, postwar growth rates show a wide variation 
among individual Latin American countries, ranging from an average 
annual rate of growth in per capita output of over 5 per cent for Vene- 
zuela to virtual stagnation for Chile, Bolivia, and Haiti. Argentina, 
onee by far the most prosperous of the Latin American republics, ex- 
perienced a decline in income per capita over the postwar period. 

The causes of this diversity in economic fortunes of individual 
Latin American countries are varied and complex. Venezuela’s re- 
markable growth can be contributed in large measure to the rapid 
development of her petroleum. Mexico’s favorable growth record re- 
fleets a dynamic industry, promoted in considerable measure by for- 
elgn investment and a diversification of mineral and agricultural ex- 
ports. Brazil has also benefited by dynamic industrial development, 
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but her fortunes have been substantially affected by world coffee 
prices. Chile’s stagnation can be attributed in large measure to infla- 
tion. In Argentina, economic retrogression and the current political 
instability are the fruits of the Perén administration. Most Latin Amer- 
ican countries — except a few Central American and Caribbean coun- 
tries faced with severe population pressures against limited resources — 
have a high potential for economic growth and social progress. Most 
of these countries need external assistance for realizing their ambi- 
tions for a better life; but.most of all, they need stable, dedicated, and 
enlightened governments if they are to realize their goals. 


Basic Problems for Development 


We may divide the basic problems for Latin American develop- 
ment into the following categories: (1) internal policies and admin- 
istration; (2) domestic and foreign investment; and (3) export mar- 
kets and foreign exchange. Obviously these broad categories of pro- 
blems are all interrelated and their nature and importance differ wide- 
ly among the twenty republics. For example, the problems of the in- 
dustrially advanced countries of Argentina, Brazil, Chile, and Mexico 
are substantially different from those of the Central American and 
Caribbean republics where industrialization is just getting started. 
Argentina, Brazil, and Chile have severe internal inflation and for- 
eign exchange shortages, while these problems are much less serious 
in Mexico and are virtually absent in Venezuela. Many of the less 
industrialized countries are handicapped by a lack of entrepreneurial 
activity or by a failure of governmental administrations to formulate 
and earry out programs for economic growth. But in Brazil, invest- 
ment demand tends to exceed the supply of capital. Thus again, it is 
difficult to make generalizations which apply to all Latin American 
countries. 


Internal Policies and Administration 


In several of the major Latin American countries and in some of 
the smaller ones as well, intelligent and dedicated governmental ad- 
ministrations are seeking, against almost overwhelming political odds, 
to achieve economic reforms essential to development progress. For 
example, in Argentina the cost of living tripled between the first 
quarter of 1958 and the last quarter of 1959, while in Chile the cost 
of living nearly doubled over the same period. The present govern- 
ments of these countries, realizing that rational economic programs and 
a proper direction of investment are impossible under such conditions 
of extreme instability, are seeking to introduce economic austerity pro- 
grams which will slow down the rate of inflation, reduce consumption 
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and the foreign exchange drain, and direct a larger volume of the 
nation’s resources toward productive investment. But austerity pro- 
grams are, of course, quite unpopular with powerful political groups. 
They necessarily involve a curb on wages, if the wage-price spiral 
is to be broken, and this means that for a time some prices will con- 
tinue to rise relative to wages. This is true because inevitably some 
cost of living items tend to lag behind the general rise in prices, and 
they must be brought into line unless production of essential items 
is impaired. A second unwelcome consequence of reining galloping 
inflation is a temporary slowing down of economic activity, since cer- 
tain activity has thrived only because of the inflation and the existence 
of price disparities, and it takes time for resources to be directed into 
more normal productive channels. But opposition to the austerity 
medicine in some countries is so great that governments can apply it 
only at the cost of being overthrown — a price which most of them 
are naturally reluctant to pay. Thus, for example, President Frondizi’s 
courageous economic policies in Argentina apparently do not have the 
support of the electorate. Moreover, the blame for these policies is laid 
to the United States and to the aid-dispensing organizations, such as 
the World Bank and Monetary Fund, and the populace is led to be- 
lieve that their enforced belt-tightening is a consequence of Yankee 
imperialism. 

There are other serious political obstacles to economic progress. 
Everywhere in Latin America there are demands for increased social 
services that require scarce resources and foreign exchange at the ex- 
pense of more directly productive investment. The population has been 
given North American and European appetites for both personal and 
social consumption, with only a fraction of the productive capacities 
of the industrialized countries. 

Another issue with which most Latin American governments have 
not as yet come to grips is that of land reform. Little progress has 
been made in substituting individually owned farms of economical size 
for peonage and very large landed estates. Politically this is a very ex- 
plosive problem which provides a major threat to the future stability 
of more than half the countries of Latin America. If effective action 
is delayed until there is a revolution from the left, as has occurred 
in Cuba, great damage to farm output as well as to the spirit of en- 
terprise generally will be done. In a number of countries, especially 
in Central America, land reform is complicated by the existence of 
large land holdings of foreign corporations. If those lands were ex- 
propriated, the foreign exchange income of the country might be 
substantially impaired, and foreign investment in all fields would be 
discouraged. 

Other issues having important political overtones, but whose solu- 
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tion will have an important impact upon economic progress, include 
the treatment of foreign investment, the allocation of activities between 
public and private enterprise, and government regulation of prices and 
conditions of doing business. Too often in Latin America, as in other 
developing countries, these problems are dealt with on the basis of 
political rewards and punishment, of outworn but still popular con- 
cepts of colonial imperialism, or of the ideological conflict between 
capitalism and socialism. There can be no set pattern for the social 
and economic revolutions which the Latin American countries are 
undergoing. Developing countries should free themselves from al! 
dogmas, Marxist and capitalist alike, and should seek to mobilize and 
encourage all constructive forces for economic progress. They should 
determine internal policies on the basis of a realistic evaluation of 
alternatives in terms of their contribution to the social product, with 
due regard for human rights and values. 

In many ways the basic factor which will determine the direction 
and rate of economic development in individual Latin American coun- 
tries is a political one: that is, whether governments dedicated to the 
national welfare can stay in power long enough to formulate and 
implement programs and policies for steady economic progress; or 
whether each short-lived government must make such compromises with 
sound economic policies in order to stay in power that the country 
is moved from crisis to crisis, rather than to successively higher levels 
of economic growth and development. 


Domestic and Foreign Investment 


Investment is the process by which an economy is transformed. It 
is through investment that unemployed workers, land, and other re- 
sources are put to work for producing an additional stream of output, 
or are shifted from less productive to more productive employments. 
In most cases the introduction of improved technology requires some 
investment and economic reorganization. In order to increase invest- 
ment it is necessary to have capital funds derived from internal sav- 
ings or from capital supplied from abroad. It is also necessary to have 
investment decisions by private entrepreneurs or by government agei- 
cies. By and large the Latin American countries that have made the 
most economic progress during the postwar period are those which 
have directed a relatively large share of their total output to invest- 
ment. Countries that consume most of what they produce obviously 
cannot have a high level of investment unless the capital is supplied 
from abroad. 

The Economic Commission for Latin America, as well as most in- 
dividual Latin American governments, has set as the minimum stand- 
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ard of economic progress a rise of 2 per cent per annum in per capita 
output — roughly what Latin America as a whole, but by no means 
all its individual countries, has achieved during the postwar period to 
1958. If per capita income is to rise at 2 per cent rate over the next 
fifteen years or so, gross investment in Latin America must increase 
from $13 billion in 1957 to $30 or $35 billion by 1975, after taking 
account of the projected rise in population. This compares with a level 
of gross domestic capital formation of $77 billion in the United States 
for 1957. Achieving this rate of investment will mean a considerably 
higher ratio of savings to total income for many countries and will 
require, in addition, substantial amounts of external capital for nearly 
all countries. Some countries, such as Mexico and Venezuela, should 
have little difficulty in realizing these minimum investment and out- 
put goals since they have been doing far better than this throughout 
the postwar period. For certain Central American and Caribbean 
republies, where rates of population growth of 3 per cent or more have 
been projected, and whose land and other resources are extremely 
limited, the outlook for any significant increase in per capita real 
income is bleak. However, in the large South American countries, es- 
pecially Argentina, Brazil, and Chile, the potentialities for growth are 
great, but successful development in the future depends heavily upon 
a number of internal and external factors. These countries must spend 
large sums on transportation, power, irrigation, social overhead facil- 
ities such as schools, hospitals, public buildings, and urban housing. 
In addition, if output is to grow, a steady volume of investment and 
technology must flow into industry and agriculture. 

Since most people in Latin America are employed in agriculture, 
inereased productivity or output per man in agriculture is in some 
ways the key to growth. On the the other hand, increased output per 
man will require a smaller proportion of the total population engaged 
in agriculture, so that larger and larger employment outlets must be 
found in industry and in the services. In mixed economies such as we 
find in Latin America, an adequate flow of investment into industry 
and productive agriculture will depend very largely upon the dy- 
namism of free enterprise, that is, upon an increasing number of en- 
terpreneurs and attractive opportunities for investment. Governmental 
policies, including taxation, credit policy, regulation of industry, the 
provision of adequate transportation and power, and direct encourage- 
ments of various kinds will play an important role in determining the 
volume of investment in the private sector. Governmental policy to- 
ward foreign investment will also be of great importance since for- 
eign investors tend to play a critical réle in the development of in- 
dustries involving the more advanced techniques and in industries 
such as mining which provide foreign exchange income. 
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Statements frequently made by spokesmen for developing countries 
give the impression that a high level of investment sufficient to gener- 
ate satisfactory rates of economic progress can be had simply by 
pouring large amounts of public loan capital into these countries. I 
want to emphasize that capital is a necessary, but not a sufficient, 
condition for economic growth. Successful development cannot be guar- 
anteed by pouring capital into a country like water into a bowl. Cap- 
ital may very well be misdirected or simply result in a temporary sub- 
sidy to consumption. In fact, some of the so-called balance of pay- 
ments loans made to Latin American countries probably did little more 
than permit the recipients to live beyond their means. 

Nevertheless, most Latin American countries will need large 
amounts of both public loan capital and direct private investment 
from abroad if they are to develop successfully. These two kinds of 
capital are not ordinarily in conflict; on the contrary, they are highly 
complementary. Private United States and European capital goes 
largely into Latin American industry and mining. In the most in- 
dustrially advanced countries, such as Argentina and Brazil, foreign 
capital has taken a lead in the development of automobile and truck 
manufacturing, the production of machinery, chemicals, electronics, 
and other industries involving highly technical processes. It is this kind 
of investment which provides the technical and managerial skills which, 
for the most part, cannot be hired by governments since they are the 
property of private firms in the industrialized countries. On the other 
hand, industry, mining, and agriculture cannot expand and progress 
without increasing amounts of transportation, power, and other over- 
head facilities, and capital and foreign exchange for these purposes 
must be supplied in considerable degree from foreign public loan 
sources. 

Some idea of the quantitative importance of foreign capital for 
Latin America is indicated by the fact that net capital inflow ac- 
counted for about 15 per cent of total net fixed domestic investment 
in Latin America over the 1950-58 period, and reached a high of about 
25 per cent in 1957. Well over half of this net capital inflow over the 
1950-58 period was accounted for by direct private investment, and 
about three-fourths of the total net capital inflow in 1957 was ac- 
counted for by direct private investment, including reinvested earn- 
ings of foreign firms. However, these overall figures do not reveal the 
full impact or importance of foreign capital for Latin American de- 
velopment. As has already been mentioned, direct capital investment is 
accompanied by technical and managerial skills and entrepreneurship, 
which is often more important to development than the capital itself. 
Moreover, actual investment expenditures of foreign enterprises are 
usually considerably larger than the actual amount of net capital in- 
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flow. For example, in 1958 US firms operating in Latin America spent 
$869 million for plant and equipment, but obtained only $219 million 
from the United States. The remainder was financed out of reinvest- 
ed profits, depreciation and depletion allowances, and from funds 
obtained in the host country. Much of this investment would not have 
taken place had it not been for the foreign enterprise. 

Another special advantage of direct private investments is that they 
tend to be concentrated in the export industries. This means that they 
provide foreign exchange income. Thus, in 1955 US concerns returned 
some $900 million (net) in foreign exchange directly to the Latin 
American economies, not including the foreign exchange content of 
the $2.8 billion worth of goods and services produced by these com- 
panies for sale in local Latin American markets. In recent years, net 
foreign exchange earnings returned to the Latin American economies 
by US firms have been substantially higher than in 1955. For these 
and other reasons, the relative importance of foreign capital invest- 
ment to total investment in Latin America is substantially greater than 
that indicated by the ratio of the actual amounts of foreign investment 
to total investment. 


Export Markets and Foreign Exchange 


Discussions of Latin American economic development emphasize the 
need for larger amounts of foreign exchange from the export of prim- 
ary commodities and from foreign loans. This is because for many 
years most Latin American countries have had serious balance of pay- 
ments difficulties brought on partly by fluctuating world market prices 
for their exports, but perhaps more importantly, by a constant tenden- 
ey for the demand for imports by government agencies, private enter- 
prise, and consumers to rise more rapidly than export receipts. 

If fluctuating world market prices and export receipts were the sole 
or the main cause of balance of payments difficulties in Latin America, 
the solution would be relatively easy. Either the prices of their exports 
could be stabilized over a period of years — ¢.e., preventing either sharp 
rises or declines — by means of buffer stocks or other stabilization de- 
vices; or the countries could borrow from the International Monetary 
Fund in periods of low world demand for their exports, and repay in 
periods of abnormally high demand. However, the problem of stabil- 
ization or ironing out the peaks and the troughs in world prices is 
constantly being confused with that of fixing prices of coffee, cotton, 
wool, and minerals at prices well above their long-term equilibrium 
levels. Price fixing, of course, requires reductions of output or the 
witholding of stocks from world markets, but in the past such solu 
tions have proved to be unsatisfactory, since they simply invite ir 
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creased output in Africa or in some other area of the world, or bring 
about a reduction in world demand for the primary product as a 
consequence of competition from synthetics or other substitutes. While 
I would not deny that primary producing countries are faced with 
severe problems resulting from world overproduction from time to time, 
the problem of many Latin American countries, and particularly those 
whose exports are mainly agricultural, is that world demand for their 
major export crops has been growing too slowly relative to the growth 
of demand for their imports. 

It is significant to note that for Latin America as a whole the 
volume of merchandise imports rose by about 55 per cent between 1950 
and 1957, while the volume of exports rose by only 25 per cent over 
the same period. This disparity in the growth of exports and imports 
was made possible in part by large imports of capital and, for some 
countries, a rise in export prices relative to prices of imports. In 1958 
Latin America’s imports declined sharply as a consequence of a sharp 
reduction in capital imports and a decline in export earnings because 
of depressed world prices of primary commodities. In addition, there 
has been a sharp decline in Latin America’s gold and foreign exchange 
assets since 1957, and a number of countries have been forced either to 
devalue their currencies or tighten import and exchange controls. The 
halt in the upward trend of imports for many Latin American coun- 
tries in 1958 and 1959 has undoubtedly impaired their development 
progress. The decline in imports would have been much greater in the 
absence of the large volume of US government and World Bank and 
International Monetary Fund eredits to Latin America over the past 
two years. In 1958 total US and international agency grants and cred- 
its to Latin American countries (less repayments on old credits) 
amounted to nearly $600 million. Most of this assistance, however, took 
the form of loans repayable (with interest) in dollars, rather than 
grants or soft loans. In addition, Latin American countries received 
nearly a billion dollars in private capital from various sourees dur- 
ing 1958. 

Although capital imports have played an important réle in helping 
Latin American countries to maintain their imports of capital equip- 
ment, raw materials, fuel, foodstuffs, and other consumers’ goods, cap- 
ital imports cannot continue indefinitely to fill the gap between slowly 
rising export earnings and more rapidly expanding import require- 
ments. Since interest and amortization payments must be made on bor- 
rowed capital and earnings transferred on direct private investment, 
the continued capital inflow means an ever-increasing volume of cur- 
rent foreign exchange obligations for the future. Thus countries, like 
individuals and firms, can only borrow large amounts today if they 
expect their earnings to grow in the future. But perhaps even more 








~~ 2 = et OT 











LATIN AMERICAN ECONOMIC DEVELOPMENT 135 


significant is the fact that Latin America’s import requirements will 
continue to grow very rapidly as their economies expand and their 
populations and incomes increase. It is true, of course, that countries 
in the process of development begin producing for themselves many 
of the things that they formerly imported; but they discover, also, as 
Western industrialized countries discovered long ago, that economic 
growth and diversification bring increased demands for goods from 
other countries. As industrialization and diversification increase, the 
pattern of imports changes, but the total volume continues to grow. 

Thus a fundamental problem of nearly all Latin American coun- 
tries is how to meet these increasing foreign exchange requirements for 
imports and for servicing foreign loans and investments. Continued 
reliance on the growth of world demand for traditional exports of 
primary products alone may not be enough. In spite of the fact that 
Brazil depends upon coffee for over half of her export income, the vol- 
ume of her coffee sales in recent years has been less than it was in the 
early 1950’s. In fact, most less developed countries exporting mainly 
agricultural commodities have been exporting little more in recent 
years than they were before World War II. Part of the reason for this 
rather poor showing of the exports of less developed countries, other 
than those exporting mainly petroleum and minerals, is the import and 
production policies of the industrialized countries and the introduc- 
tion of synthetic products, which have affected the demand for com- 
modities such as cotton, wool, and rubber. 

For many newly industrializing countries, the solution to their 
export problem must be found in the expansion of their own exports 
of industrial goods. The older industrial countries, such as the United 
States, Japan, Western Germany, and Sweden, began exporting man- 
ufactured commodities at a relatively early stage in their development. 
But this has not occurred, except on a very modest scale, with the 
Latin American countries. As many Latin Americans see it, the best 
way for Latin America to reduce its dependence on imports from the 
industrial countries is to increase trade and specialization among them- 
selves. Intra-Latin American trade in commodities other than petro- 
leum and a few raw materials has grown relatively little during the 
postwar period, and trade in manufactures has remained almost neg- 
ligible in spite of the tremendous growth of their industrial output. 

Except for a few commodities involving highly technical processes, 
such as advanced electronic computers, most industrial commodities 
needed by Latin American countries can be produced in Latin America. 
However, the markets of individual Latin American countries are not 
large enough to produce all of the many sorts of capital equipment 
and consumers’ goods that a growing industrialized economy needs. 
Nor do individual countries have enough capital and technical skills 
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to establish all of the plants necessary for them to become self-suf- 
ficient in the growing number of industrial goods that they need. On 
the other hand, the total Latin American market, representing a gross 
product of nearly $70 billion, or about 15 per cent of that of the 
United States, is large enough to provide an adequate market for a 
large number of commodities which could not be produced econom- 
ically by individual countries for their own national markets. 

In recognition of this, seven Latin American countries, whose com- 
bined incomes represent well over half of the total for Latin America, 
recently negotiated a treaty for a Latin American Free Trade As- 
sociation (LAFTA) which, if ratified, will provide a mechanism. for 
the eventual removal of tariffs and other barriers to trade among 
the member states. If it is successful, other Latin American countries 
are likely to join the LAFTA. Also, early this year, three Central 
American countries — Guatemala, Honduras, and El Salvador — ne- 
gotiated a treaty which would lead to the creation of a customs union 
within five years, and it is hoped that other Central American states 
will also ratify this treaty. In addition to these efforts, Latin Amer- 
ican countries need to find ways of expanding their traditional ex- 
ports to the rest of the world and to develop external markets for 
their manufactures as well. Foreign investment by international com- 
panies will play an important réle in this. For example, it has been 
announced in the press that Volkswagens will soon be exported from 
Brazilian plants to the United States. 


Problems for US Policy in Latin America 


What are the implications of the above analysis for US policy? 
First of all, I think we must reject the position, popular in both Latin 
America and the United States, that Latin American development is 
simply a function of the amount of financial assistance that we can 
provide, or that there is a predictable relationship between external 
capital and the rate of growth. I do not believe that calculations of 
how much external capital Latin America will require in order to grow 
at a certain rate are worth very much, or provide a basis for devel- 
opment policy. Rather than attempt to arrive at fixed external capital 
requirements for either individual Latin American countries or for 
Latin America as a whole, I suggest the following: That the United 
States, in cooperation with other industrial countries and with inter- 
national agencies, undertake to make available all of the financial as- 
sistance that individual Latin American countries can productively 
employ in accordance with reasonable standards of economic perform- 
ance, until the country has achieved a satisfactory rate of growth on 
a self-sustaining basis. 
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The application of this principle, in effect, puts much of the re- 
sponsibility of determining the amount of external assistance to be 
provided on the country itself. Of course, the determination of reason- 
able standards of performance in the development field presents seri- 
ous problems of judgment. They involve a consideration not only of the 
individual development projects, such as roads, hydroelectric plants, 
or steel mills for which financial assistance is sought, but also a broad 
review of the allocation of investment expenditures and of economic 
policies generally. For this reason I believe that our economic assist- 
ance agencies should not be content merely to make loans for isolated 
specific projects without investigating investment priorities and the 
direction of development in the country generally, nor should they be 
making general balance of payments loans, leaving the government to 
make unilateral decisions as to how the funds will be spent. 

Development loan institutions should, in cooperation with technical 
assistance agencies, work closely with individual Latin American coun- 
tries in the planning and preparation of projects suitable for loan 
applications. They should, in effect, perform the functions of develop- 
ment and financial advisers to the borrowing countries. One of the 
barriers to this approach has been the existence of several competing 
lending institutions and a dozen or more technical assistance agencies, 
all operating with little or no coordination at the country level. This 
has been a major weakness of our economic assistance programs, not 
only in Latin America, but elsewhere. Because US governmental agen- 
cies, the United Nations, regional institutions, and even private or- 
ganizations are all involved in providing economic assistance, coor- 
dination at the country level is no easy achievement. However, the 
creation of the Inter-American Development Bank, which has both loan 
and technical assistance responsibilities, may provide a focal point for 
such coordination. On the other hand, it remains to be seen whether 
or not the secretariat and governing board of this new organization 
will be sufficiently free from political influences to insist on reason- 
able standards of performance in making available financial assistance 
out of its own resources and in coordinating the activities of other as- 
sistance agencies. 

A major problem in providing financial] assistance for Latin Amer- 
ican development arises from the limitations on the capacity of Latin 
American countries to service external obligations. Thus far the bulk 
of the US and international financial assistance to Latin America has 
taken the form of loans repayable in convertible currencies. It is quite 
likely, however, that larger amounts of public capital will have to be 


1 See statement of Harlan Cleveland, The American Overseas, Hearings before the 
Committee on Foreign Relations, United States Senate, 86th Congress, First Session, Feb- 
ruary 18, 1959, Washington, D, C. 
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made available in the form of grants or soft loans. Of the two, I cer- 
tainly favor loans, but I believe we should abandon the present type 
of soft loan repayable in local currency. A loan repayable in a cur- 
rency that cannot be used for anything except relending to the bor- 
rowing country is really not a loan at all, but a disguised grant. We 
should be making ‘‘honest’’ soft loans involving a definite obligation 
to repay, but on very generous terms. Such terms might include long 
initial grace periods, low interest rates, long maturities, say, up to fifty 
years, and provision for delaying payments in case of contingencies. 

How should larger amounts of loan and grant aid be channelled 
into Latin America? I think there is much to be said for employing 
the Inter-American Development Bank if it proves itself to be a suc- 


cessful administrator and coordinator during its first few years of 


operation. Most assuredly the Latin American countries need to dis- 
cipline themselves, and there is no better instrument for carrying out 
this purpose than an institution operated largely by Latin Americans. 
In addition to providing a means of coordinating financial assistance 
from various sources, it may be hoped that the Inter-American Devel- 
opment Bank can provide a means of coordinating the activities of a 
large number of technical assistance agencies, especially at the country 
level. This means, of course, that the Inter-American Development 
Bank must maintain the closest working relationships with national 
development planning and policy agencies, including national devel- 
opment banks, in each of the member countries in order to consult and 
advise on development programs and policies. 

Private foreign investment must play a large and growing réle in 
the Latin American economies if they are to achieve the rapid indus- 
trialization to which they aspire. Dr. Fidel Castro has stated that 
private enterprise has failed to develop Latin America. However, he 
should be reminded that governments seeking to do the job without 
the aid of foreign private investment have failed absolutely. It might 
be well to contemplate just where Latin America would be today in 
the absence of the development of her mineral resources, of foreign- 
built railroads and electric power systems, and of the many thousands 
of foreign-owned industrial plants which represent the most technical- 
ly advanced industries in Latin America. I venture to say that if all 
Latin American countries were to adopt Dr. Castro’s policies toward 
private investment, Latin America’s economic growth would come to 
a sudden halt, and there would be little, if any, improvement over the 
next five to ten years. 

The creation of a successful Latin American free trade area, ac- 
companied by liberal treatment of foreign investors, could very well 
initiate a truly gigantic foreign and domestic investment boom in Latin 
America. The flow of North American and European capital and tech- 
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nical and managerial skills could act as a catalyst for the expansion 
of domestic entrepreneurial activities and for a broad transformation 
of the economies from low productivity tenant agriculture to high pro- 
ductivity industry and farming. 

Although the US government can provide some encouragements to 
the flow of private investment to Latin America through tax incen- 
tives and investment guarantees, and can give technical and perhaps 
financial assistance in the creation of a free trade area, the outcome 
of these developments will be decided very largely by political events 
in the Latin American countries themselves. If governments are un- 
able or unwilling to adopt rational programs and policies designed to 
assure growth, but rather are forced to adopt policies and actions based 
on outmoded Marxist doctrines of foreign imperialism and socialism, 
Latin American countries are destined for a generation of stagnation, 
frustration, chronic crises, political instability, and tyranny. This may 
very well happen in a few countries where there is a delicate balance 
between enlightened and constructive forces and the forces represent- 
ing extreme nationalism and Marxist reaction. However, we must be 
prepared to provide maximum help to those countries willing and able 
to help themselves. 

Our success in assisting Latin American development is likely to 
come more from the impact of a large number of specific activities and 
projects in individual countries than from highly advertised and vague 
programs and slogans, such as ‘‘Operation Pan America.’’ Gigantic 
erash programs like the Marshall Plan can succeed in highly advanced 
industrialized countries, but economic development in poor countries, 
involving the economic and social transformation of the whole popula- 
tion, requires a generation of patient and continuous effort. This ef- 
fort consists of a flow of capital, ideas, skills, and enterprise in a 
coordinated program of helping countries to help themselves. 








UNITED STATES INVESTMENT 
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inflation and Latin American economic problems, In 1957-58, he did 
research in Chile on inflation and industrial growth. He is the co-author 
of the monograph prepared for the US Senate Committee on Foreign 
Relations, US BUSINESS AND LABOR IN LATIN AMERICA, cited below. 


Long term US private investment in Latin America is now some- 
what in excess of $10 billion,’ or about one-third of all US private 
foreign investment. Over two-thirds of the investment in Latin Amer- 
ica is concentrated in five countries, Venezuela, Brazil, Cuba, Mexico 
and Chile, with 30 percent of the total in Venezuela and 14 percent in 
Brazil. The predominance of extractive export oriented investment in 
the total has not changed much over the past forty years, averaging 
close to 60 percent both in the 1920’s and in the post-World War II 
years. Within the extractive category, however, petroleum investment 
has increased greatly in relative importance, totaling 35 percent of all 
US investment in Latin America at the end of 1958.? A similar change 
has occurred in non-extractive investments, with manufacturing in- 
vestment rising from 6 percent of total investment in 1929 to 20 per- 
cent in 1958, while public utility investment declined from 26 percent 
to 14 percent. The most pronounced change from the 1920’s, however, 
has been the virtual disappearance of portfolio investment, which in 
1929 made up 32 percent of all US investments in Latin America. 
The one billon dollars of Latin American bonds held by Americans in 
1958 were of pre-World War II vintage or renegotiated issues.* 


1 The book value of US private investments was estimated at $9,769 million at 
the end of 1958. Unless otherwise indicated this and other figures in this paper are 
taken from US Business and Labor in Latin America, United States-Latin American 
Relations Series, Study No. 4, prepared by the University of Chicago, Research Center 
in Economic Development and Cultural Change, for the US Senate Sub-Committee on 
American Republic Affairs of the Committee on Foreign Relations, 86th Congress, 2nd 
Session. (Washington: Government Printing Office, 1960). 


2 A portion of petroleum investment has been in refineries and distribution facil- 
ities. for the Latin American rather than the export market, but investment in oil fields 
and refineries for export predominates. 
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The relative contribution of US investment to Latin American pro- 
ductive capacity is difficult to measure. Our own calculations indicate 
that in 1955 US firms produced 16.4 percent of Venezuela’s net na- 
tional product, 11.8 percent of Cuba’s, 8.7 percent of Chile’s, 5.4 per- 
cent of Peru’s, and between 3 and 4 percent of the net national pro- 
duct of Mexico, Argentina, Brazil and Colombia. Comparable meas- 
ures cannot be made for the 1920’s. But after correcting for price 
changes, it appears that per capita US private direct investment in 
Latin America during the post-World War II boom was probably no 
higher in real terms than in the previous 1920’s investment boom. And 
because of the disappearance of portfolio investment, overall private 
investment per capita was considerably less in the post-World War II 
boom. Partly offsetting this, however, has been the greater aggregate 
benefit to Latin America per dollar of US investment in the later 
period. Through heavier taxation Latin American countries have been 
able to keep a larger share of the value added from US investment 
than in the 1920’s. Moreover, the transference of technical knowledge 
accompanying the investment has probably been much greater in re- 
cent years. American firms have been making a concerted effort to 
train and employ Latin Americans in technical and supervisory posi- 
tions, while the growth in relative importance of US manufacturing 
investment has probably brought to Latin America a greater quantity 
of diffusible technical knowledge than was obtained from the 1920’s 
pattern of US investment. 

Yet despite these notable contributions, Latin Americans often 
seem to US firms to be more intent on strewing thorns rather than 
rose petals in the path of US investors. The intermittent complaints 
by American firms of Latin American attitudes and behavior which 
becloud the ‘‘investment climate’’ are matched, in turn, by Latin 
American charges that US firms are ‘‘exploiters’’ of Latin American 
resourees, ‘‘unfair competitors,’’ and, according to the Center-Left 
and Left ideologues, meddlers in the domestic political scene with a 
distinet preference for conservative and even dictatorial governments. 
It is common in this country to regard these Latin American charges 
as baseless manifestations of xenophobic nationalism or worse, to be 
treated by intensified public relations efforts, and by investment and 
tax treaties. But while this view is not without substance, it tends to 


3 US banks and insurance companies in the past three or four years have made 
some intermediate length loans to Latin American governments. These have typically 
been first maturity loans made in conjunction with longer-term International Monetary 
Fund or Export-Import Bank credits. 


4 See US Business and Labor in Latin America, op. cit., Table 11, p. 37. Those 
moved to refer to this table should note that due to printing errors the two formulas 
described in the footnote to the table lack the appropriate minuses. 
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overestimate the irrationality of Latin American attitudes — there are 
real differences between the ideal investment climate as viewed by 
profit-seeking US firms and the optimum exploitation of the benefits 
from foreign investment as viewed from the Latin American perspec- 
tive. Moreover, it tends to oversimplify Latin America’s economic 
problems and the frustrations and social tensions which generate the 
more emotive reactions to foreign investment. Public relations, tax and 
investment treaties notwithstanding, the Latin American investment 
climate is not likely to become vastly different than it has been in re- 
cent decades. Finally, the notion that private foreign investment can 
be made a self-reliant and fully adequate instrument for providing the 
necessary foreign capital to accelerate Latin America’s development — 
a view which seemed to have influenced the Latin American policy of 
the Eisenhower Administration at least until recently —is naively 
enthusiastic. It fails to appreciate the inherent instability of Latin 
American economies in their present stage, the institutional changes 
needed to pacify social tensions and accelerate their development ef- 
fort, and the shorteomings of private foreign investment when con- 
fronted by the rude and chaotic behavior of economies undergoing in- 
stitutional change. 


1. Social and Economic Change in Latin America 


To develop these propositions, let us first hastily summarize the 
relevant characteristies of the post-war Latin American scene. 

Latin American countries range from the old type mono-export 
economies, still extant in Central America, to turbulent industrializing 
societies such as Argentina, Brazil, Mexico and Chile. In the former, 
a bifurcated economic structure still prevails. The export of a small 
number of agricultural or mineral products forms the economic base 
of a commercial and financial superstructure concentrated in the 
capital and/or one or two seaports. Tenuously linked to this com- 
mereialized sector is the largely subsistance agricultural sector, con- 
taining often the majority of the population. It is in these countries, 
with their underdeveloped urban middle and working classes, that the 
traditional power trinity, landowners, church, and army, still pre- 
dominates. 

In the industrializing countries this older socio-economic structure 
has been breaking down; indeed, the deliberate promotion of industrial 
growth began as a political reaction to a crisis of the old order, a crisis 
of both external and internal origin. Externally, the prolonged stagna- 
tion of primary product markets through the 1930’s and the war years 
froze the mainspring of economic growth, the export sector. Internally, 
the acceleration of population growth and employment pressure and 
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the growing frustrations of the urban white collar and professional 
classes produced radical reform movements challenging the old power 
trinity. Indeed, by the 1940’s the winds of change had penetrated the 
church and even, to an extent, the army as manifested by the emergence 
of Christian Democratic parties’ and radical young officer movements. 

Industrialization was promoted by these new political forces to 
replace exports as the chief stimulus to growth. But by stimulating 
migration to the cities industrialization had the effect, for a time, of 
appeasing land hunger and rural social tensions, thereby helping to 
protect the landed estates, tax privileges and other traditional ap- 
purtenances of the land aristoeracy.® Industrialization thus came to be 
accepted with varying degrees of enthusiasm by most segments of 
society. 

To overcome limited private capital accumulation, a short supply 
of technical skills, and thin markets for industrial products, the in- 
dustrializing countries have resorted to an array of mercantilist 
measures. These have included curtailing imports of consumer manu- 
factures, the granting of favorable exchange and tariff treatment for 
imports of fuel, industrial equipment and raw and semi-finished in- 
dustrial materials, tax concessions and ancillary public investment. 
Nevertheless, industrial growth would not have carried very far if the 
Latin American economies had not been favored by the revival of 
primary product prices in the post-World War II decade. Improving 
terms of trade augmented national income and supplied foreign ex- 
change to meet the expanding demands for imported fuel, materials 
and equipment by the industrial sector. They also stimulated US pri- 
vate investment in petroleum and metals, and encouraged US manu- 
facturing firms to set up plants in the larger Latin American countries 
in order to by-pass import restrictions and maintain a base for market 
penetration in what appeared to be rapidly growing economies. 

sy the mid-Fifties. however, signs of a slow-down in industrial 
and overall economie growth began to multiply. The industries which 
had developed around the replacement of consumer imports had not 
reached the size or degree of efficiency which would permit them to 
expand into foreign markets. Lagging agricultural production was 
forcing up relative food prices and generating industrial wage pres- 
sures. Sagying primary product prices were reversing the previously 
favorable terms of trade trend, accentuating balance of payments dif- 
ficulties, and forcing the authorities to curtail favorable exchange 
treatment for industry. Food shortages, budget deficits and inflation 

5 Cf. Robert Alexander, “New Social and Political Trends in the Roman Catholic 
Church,” Journal of International Affairs, Vol. XU, No. 2 (1958), 144-150. 


6 Mexico is the major exception, the agrarian revolution taking place before the 
industrialization drive of the 1930's. 
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were turning political attention again to the agricultural sector with 
its low productivity, tax privileges and latent land hunger among the 
rural landless.’ It is against this socio-economic background that we 
must view the investment climate problems of US investors. 


Il. Cyclical Variability of US Investment 


US investors appear to Latin Americans to be rather fairweather 
friends. Private foreign investment in Latin America is subject to the 
same cyclical forces which disturb Latin American economic growth. 
As profit seeking enterprises, US firms augment their rate of invest- 
ment in Latin America when export prices are high and the gross na- 
tional product is rising at an appreciable rate, and curtail new invest- 
ment when these factors reverse themselves. The collapse of the foreign 
investment boom of the 1920’s during the succeeding decade is no- 
torious. US direct investment in Latin America fell from $3,705 mil- 
lion in 1929 to $2,771 million in 1940.5 

Two major aspects of the collapse of the 1930’s are not likely to 
recur. We are not likely to see again a prolonged depression of the 
order of the 1930’s with its catastrophic impact on primary product 
prices. Nor is Latin America likely to be faced with a fixed external 
debt problem of that decade’s dimensions as a result of borrowing from 
private sources during the previous boom decade. It was the impossible 
combination of sharply reduced export earnings, a huge foreign debt 
service, and the drying up of new portfolio lending, which led to the 
widespread defaults on debt payment in the 1930’s. The same factors 
accounted also for the wide-spread restrictions on the external trans- 
ference of profits which extended into the post-war period. Under the 
aegis of the post-World War II export boom, however, these restric- 
tions were substantially eased. 

Nevertheless, on a reduced scale some of the problems of the 1930’s 
have reappeared. The post-Korean War decline in primary product 
prices had by 1957 begun to depress the flow of US investment to 
Latin America. The decline, affecting all major categories of invest- 
ment, has continued through 1959, and the best guess is that US in- 
vestment will not regain its mid-1950’s rate until Latin American ex- 


7 As is usual with attempts to generalize about the diverse experience of a large 
number of countries, accuracy is sacrificed for succinctness. Mexico, for example, has 
maintained a better balance between agricultural and industrial growth than most of 
the other industrializing countries. Nor, since the agrarian reforms of the 1920's and 
1930's, does the image of the bacendado loom as a béte noire to radical ideologues and 
as an obstacle to a rational consideration of agricultural development policy, Though 
Mexico's rate of growth has slowed in the past quinquennium, economic and social 
stability is still very high by Latin American standards. 


8 Part of the decline was due to the Mexican oil expropriations in 1938, and to 
a writing down of assets rather than physical disinvestment. 
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port prices revive substantially. Exports, which had levelled off by 
1956, also began to decline after 1957. Indeed if we exclude Venezuela, 
whose oil exports in 1957 profited from the Suez crisis, the decline in 
Latin American exports sct in in 1956. The foreign exchange and 
debt service problem has thus turned more precarious. By 1958, the 
gold and foreign exchange reserves of Latin America, exclusive of 
Venezuela, would cover less than four months’ imports, while the ex- 
ternal publie debt, consisting in large part of intermediate term loans, 
equalled eleven months’ export.® Despite these adverse trends Latin 
American countries have with rare exception, maintained the liberal 
regulations on the transfer of profits by foreign investors established 
in the more prosperous post-war years. Cuba under Castro has restricted 
profit transfers; the post-Peronist governments have, on the other 
hand, eased Argentine profit transfer regulations. Pressures for restric- 
tion have increased, however, in countries like Brazil that have been 
particularly hard-pressed by foreign exchange problems. It is not 
improbable that but for an increase of loans and credits from the US 
government and international lending agencies the domestic pressures 
for restriction would have become irresistible. US investors are thus 
partly beholden to inter-governmental lending for the preservation of 
one important and generally favorable facet of the Latin American 
investment climate, the relative freedom to transfer profits. 


Ill. Taxation of Extractive Enterprises 


While foreign manufacturing firms, apart from some added levies 
on profit transfers, are taxed generally at the same rate as locally- 
owned enterprises,'® foreign-owned extractive enterprises are subject 
to selectively more onerous taxation. In 1955, over 42 percent of the 
total retained value accruing to Latin America from the activity of 
US petroleum and mining enterprises was derived from taxes. In con- 
trast, taxes provided only 12.6 percent of the retained value obtained 
from US manufacturing firms. Despite the conscientious efforts of 
US firms in recent years to train and employ local labor at almost all 
levels,'! local expenditures other than on taxes by US extractive enter- 


9 For additional data see US Business and Labor in Latin America, op. cit., pp. 
48-49. Note that not all Latin American countries have been equally affected. In addi- 
tion to Venezuela, Mexico among the major countries is less beset by the difficulties 
discussed above. 

10 Foreign owned firms de facto pay higher taxes than local firms of comparable 
profitability, for the latter are less squeamish about evading taxes. 


11 Apart from legislation requiring foreign firms to employ high proportions of 
local labor in technical and administrative positions, US firms have found it desirable to 
cut the proportion of US personnel employed. The latter usually require premium rates 
of pay and the added expense of recreating US suburbia in the mining camps and oil 
towns. 
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prises are a much smaller percentage of the value of their production 
than is the case for US manufacturing firms. In 1955, the ratio of 
expenditure on local labor, goods and services to sales was 41 percent 
for US petroleum and mining firms as compared to 76 percent for US 
manufacturing firms. The percentages ran as low as 30 percent for 
US petroleum firms in Venezuela and 24 percent for US mining firms 
in Chile. 

There is thus a rational basis for dispute between the Latin Amer- 
ican objective of maximizing benefits from foreign extractive firms 
by differentially heavy taxation, and the desire of these firms to 
maximize profits. The dispute has been mitigated to an extent by high 
US corporate income taxes and the right of US firms to deduct foreign 
profit taxes from both taxable income and, as tax credits, from their 
US tax bill. The US Treasury rather than the US firm is thus the 
chief direct loser from Latin American profit taxes. Nevertheless, US 
extractive firms chafe under this discriminatory tax treatment, while 
Latin American governments, faced with chronic fiscal difficulties, have 
a tendency to overstep the limits of painless taxation set by US corpo- 
rate tax rates.’ A rough effort to balance tax needs with investment 
incentives is, however, indicated by such evidence as the downward 
adjustment of the tax burden on the relatively high cost US mining 
firms in Mexico and Peru and the belated revision of Chilean taxation 
of US copper companies in 1955 in return for their promise to augment 
their Chilean capacity. 

Would a general tax reduction on extractive investment pay off 
in a greater flow of benefits to Latin America over time? Proposals to 
reduce US tax rates on forcign investment income in the expectation 
that this would induce a lowering of foreign taxes, assume that the 
responsiveness of foreign investment to tax cuts is high.'* This assump- 
tion is disputed by the Barlow and Wender study.'* The answers to 
other pertinent questions are equally uncertain. Might not Latin Amer- 
ican tax cuts initiate competitive cutting by other mineral producing 
areas, with no differential advantage adhering to any country or 
region, but with all suffering reduced tax income? Or, contrariwise, 
were Latin American tax cuts to set off a disproportionate upsurge of 
its mineral exports, might not this be partly aborted by higher US 
tariff and quota protection of domestic producers and augmented 


12 In December, 1958, Venezuela raised petroleum taxation so as to increase its 
share of petroleum profits to 60 per cent. 


13 Cf, Charles R. Carroll, Private Investment Abroad (New York: American Enter- 
prise Association, 1954); Expanding Private Investment For Free World Economic 
Growth, (Washington: Department of State, April, 1959). 


14 E. R. Barlow and Ira T. Wender, Foreign Investment and Taxation (Englewood 
Cliffs: Prentice-Hall, 1955). 
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colonial protection by European powers? The case for a general tax 
eut is by no means obvious. 


IV. Expropriation and Agricultural Investments 


The instances of expropriation in Latin America have been rela- 
tively few, although Castro’s Cuba is currently adding to the number. 
The activities most frequently threatened have been agriculture and 
public utilities..° Expropriation and forced sale wiped out most US 
agricultural investments in Mexico prior to World War II.'® More re- 
cently, US agricultural investments, now concentrated in Central 
America and the Greater Antilles, have again been caught in the cross 
fire over agrarian reform. While large landowners like United Fruit 
have been singled out for special attack,'’ the pressure for redistribu- 
tion of land is no mere manifestation of xenophobia. The Cuban land 
reform, for example, applies to all large private holdings, whether 
domestic or foreign owned. Land hunger and the desire of radical 
reform movements to undermine the economic base of the landed élite 
is likely to sustain the pressure for land reform in many parts of 
Latin America. Conscious of this, United Fruit is planning gradually 
to sell its plantations and confine its banana activity to transportation 
and marketing. In addition to a sense of insecurity, agricultural invest- 
ment had also been depressed by restrictions on Cuban sugar market- 
ing under the International Sugar Agreement and by the decline in the 
popularity of the banana in post-war United States. Total US agri- 
cultural investments in 1958 were thus some 20 per cent below 1929 
in eurrent dollars and had fallen to about one-half in real terms. 


V. Problems of Public Utility Investments 


Expropriation has also added in minor degree to the tribulations 
of publie utility investment — isolated plants have been seized in 
Brazil and Argentina in the post-war period. But the main difficulty 
has been that foreign owned utilities have run afoul of Latin Amer- 
ica’s mercantilist industrialization policy, with its stress on cheap 
utility rates as a prop to industry. Public utilities have consequently 
been the least profitable of US investments in Latin America in the 
post-war period, and expansion has depended heavily on Export-Im- 
port Bank and International Bank loans. Expansion has, thus, been 
relatively slow; total investment, in 1958 (the figures include railroad 


15 The largest single seizure of foreign property to date was, however, the Mexican 
oil expropriations of 1938. 


16 According to current Mexican law, no corporation may engage in agriculture, 
while forestal investment is restricted to Mexican nationals. 


17 Guatemala expropriated some United Fruit reserve lands in 1953. 
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and comunications) exceeded by only one-third the value of 1929 util- 
ity investment, and had fallen in real terms.'* Severe power shortages 
have induced Argentina, Brazil and Chile in the past two years to 
grant more liberal rate adjustments in order to encourage more for- 
eign public utility investment. But continuing inflation may abort 
these gains, as it has in the past. The past two years, moreover, have 
seen the liquidation of important public utility holdings in Mexico and 
a forced cut-back in rates and appointment of a government ‘‘inter- 
ventor’’ over US-owned public utitlities in Cuba. It would be prema- 
ture, therefore, to be sanguine about a pick-up in the rate of US pub- 
lie utility investment in Latin America. 


VI. Nationalization 


Still another set of restraints on foreign investment are the meas- 
ures designed to nationalize, 7.e., domesticate, certain branches of activ- 
ity. The motives are mixed; as with most nationalistic behavior, the 
purity of tribal parochialism and defense of the hearth is tainted with 
a strong admixture of special pleading by local interests. Among the 
more prominent manifestations are the exclusion of foreign companies 
from basic oil production as in Argentina, Brazil, Chile, and Mexico 
and the limiting of airlines operating domestic routes to domestically 
incorporated firms with a majority or 100 percent national ownership. 
Heavy expenditure of scarce foreign exchange on petroleum imports 
has in the past few years created pressures in Argentina, Brazil and 
Chile to permit oil exploration and production by foreign oil com- 
panies. However, political and military opposition is still very strong. 
Thus far, only Argentina has eased restrictions so as to permit entry 
of foreign companies on a risk-sharing basis with the government pe- 
troleum corporation.'® 

Less restrictive in practice are the laws designed to coerce foreign 
investors to accept domestic equity participation. The Mexican ‘‘51 
percent law’’ requiring majority domestic ownership of corporations, 
though intermittently enforced, is an outstanding example of such 
legislation. Administrative pressures have also been used in most Latin 
American countries to discourage the entry of foreign firms that might 
compete vigorously with domestic producers. Foreign manufacturing 
firms in particular have often found it wise to combine with local 
business interests in order to gain acceptability. That these obstacles, 


18 The decline is due to the sale of US owned railroads to Latin American gov- 
ernments since the 1930's. The real value of power investments has probably risen 
somewhat. 


19 Some risk-sharing exploration and production contracts have also been made 
between Pemex, the Mexican national petroleum corporation, and American firms. 
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however, are not of major significance is indicated by the fact that 
Mexico, where such restrictive laws and business hostility to US man- 
ufacturing firms are particularly notable, has nonetheless been the 
second largest recipient of US manufacturing investment in the post- 
war period. American businessmen in their home operations are, after 
all, not unfamiliar with the use of legislative and administrative in- 
fluence as weapons in business disputes. 


VII. Ideological Aspects of the Investment Climate 


Nor have chronic monetary and exchange instability or administra- 
tive corruption been in themselves major deterrents to US investors. 
Brazil, despite its severe and chronic inflation, and Pérez Jiménez’ Ve- 
nezuela and Batista’s Cuba, despite their notorious corruption, were 
each judged to have maintained excellent investment climates. The 
inflation and corruption were more than offset by the security which 
US firms derived from the knowledge that those who held political 
power were sympathetic to private business and to profit making. 
However, the coming to power of the Latin American Left immediately 
ushers in a wait-and-see period and a drop off in US investment. The 
investment climate in Venezuela was judged by US businessmen to 
have been worsened by the overthrow of the Pérez Jiménez dictator- 
ship. The climate in Cuba today is considered as dark as it was during 
the more zealous years of the prolonged Mexican Revolution. 

These judgments and their effect on the ebb and flow of invest- 
ment, though rational from the businessman’s point of view, belie the 
image of impartiality and non-interference in Latin American polities 
which American firms in recent years have attempted to sustain. They 
tend to reinforce the suspicions of the Latin American Left, whether 
Marxist, liberal or Catholic, that US businesses prefer the Latin Amer- 
ican Right and are even partial to Rightist dictatorships. Rather than 
persuading the new regimes of the need to win the confidence of 
the foreign investor, the wait-and-see attitude may, therefore, merely 
strengthen the contention that to rely on a souree of capital which 
prefers the conservative opposition is foolish, and that wisdom rather 
dictates heavier taxation and tighter exchange restrictions on foreign 
investment as a means of financing the ambitious economic plans of 
the new regimes. The actions of foreign investors may thus help to 
substantiate their fears, and may well result in a prolonged period of 
reduced foreign investment. 

This is unfortunate because the Latin American Left will probably 
continue to be a major political force for promoting the institutional 
changes on which the continued economic development and modern- 
ization of Latin American economies depend. Its impact will continue 
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to be made either through coming to power or through pressuring 
the Right to make concessions in order to avoid such an eventuality. 
Moreover, the radical and nationalistic rhetoric of the Left hides a 
considerable ambiguity as to economic policy. Leftist regimes have not, 
in fact, dedicated themselves to comprehensive central planning with 
its administrative mobilization of resources and permanent curtail- 
ment of price and profit stimuli.2” What passes for planning in Latin 
America has been piecemeal, often chaotic and generally mercantilist 
in nature. From it, profitable opportunities have often been augment- 
ed rather than curtailed. Much of US manufacturing investment in 
Latin America, for example, would probably disappear because of high 
production costs, were Latin American import controls to be eliminat- 
ed. It is unwise, therefore, to predict the course which Leftist gov- 
ernments will take on assuming power merely from their rhetorical 
pronouncements when struggling for power. Thus the Betancourt gov- 
ernment of Venezuela, despite its suspicions and resentment of US oil 
companies, has taken steps to reassure foreign investors and encourage 
their entry. The Mexican Revolution, with its long history of conflict 
with foreign investors, has culminated in a Thermidorian denouement. 
Mexico’s political and social stability and economic dynamism now 
provide one of Latin America’s most favorable investment climates. 

Improved efforts by US firms and government agencies to com- 
municate intellectually with the Latin American Left might help to 
reduce the gulf of suspicion and ease relations between the two when 
the Left comes to power. US businessmen in Latin America have tended 
to limit their contacts to other US businessmen and to bilingual mem- 
bers of the Latin American business community and government cir- 
cles. US government agencies have tended to grant their favors to the 
business community and to ‘‘safe’’ political, intellectual, and labor 
leaders, a tendency which the McCarthy era probably reinforced. Fel- 
lowships, invitations to conferences, and tours of the United States, 
are rewards given largely to the already persuaded. And pronounce- 
ments by US officials too frequently argue for the promotion of private 
foreign investment and domestic free enterprise as the sine qua non 
of good government with a finality which brooks resentment in the 
more mixed ideological environment of Latin America. While we have 
learned to temper our ideological enthusiasm in Asia and other regions, 
in Latin America we still tend to give it the hard sell. 

The ideological differences and conflicts of interest indicated in this 
paper are, however, not likely to fade away merely through soothing 


20 The current Cuban government may prove an exception, but it is too early to 
tell how much of its present economic policies are reactions to US hostility, which a 
more benign US attitude and a gradual appreciation of the obstacles to central planning 
in a small ideologically isolated export economy might reverse. 
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ministrations of public relations. US enterprises will probably continue 
to find themselves intermittently in the cross-fire of social tensions of 
largely indigenous origin. They will undoubtedly continue to behave 
responsibly toward their stockholders by re-trenching when the invest- 
ment climate worsens, whether for cyclical reasons or social unrest, and 
expanding in favorable weather, when the profit attractions in Latin 
America become enticing. Rates of returns after Latin American taxes 
in 1951-55 ranged from 9 percent in mining and smelting to 25.6 per- 
cent in petroleum.”! The future trend of US investment is likely to be 
unevenly upward. 

Can US policy increase the trend and smooth out the undulations? 
Efforts to negotiate investment and tax treaties with Latin American 
countries have been unavailing. Proposals to give tax concessions un- 
ilaterally to foreign investors have been blocked by complications going 
well beyond those briefly referred to in Section III.2* Perhaps a more 
promising, though difficult, direction would be for the United States 
to engage more vigorously in long-run inter-governmental programs to 
reduce the cyclical instability of the Latin American economies and to 
demonstrate a more clear-cut willingness to aid radical reform govern- 
ments equally with conservative regimes. Ad hoc we have taken some 
steps in this direction recently. But it may well be that a further 
divorce of US policy from its close identification with the attitudes 
and reactions of US investors will pay dividends not only for US rela- 
tions with Latin America but for US investors as well. 


21 The single major investment category falling below the range is public utilities 
with a yield of 2.4 percent. 


22 One added difficulty worth mentioning is that existing US investors oppose 
proposals to give tax concessions only to new investment, while government circles op- 
pose equal tax reductions to old and new investments as too costly to the Treasury. 
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A wave of popular revolutions in Latin America since 1955 has 
swept from office most of the dictators who seized power during the 
preceding decade. Perén of Argentina, Odria of Peru, Rojas Pinilla 
of Colombia, Pérez Jiménez of Venezuela and Batista of Cuba fell 
before the democratic trend. 

Of the remaining dictatorships in the Western Hemisphere, the 
Trujillo regime in the Dominican Republic has attracted the most un- 
favorable attention in the United States because of its length of tenure, 
its repressiveness and its propinquity to the now actively anti-dicta- 
torial governments in Venezuela, Cuba and Costa Rica. The resulting 
tensions in the Caribbean area have caused the United States some em- 
barrassment. On the one hand we have been committed since the early 
1930’s to a policy of strict non-intervention in the domestic affairs of 
our Latin American ‘‘Good Neighbors.’’ The Organization of Amer- 
ican States has made this obligation multilateral. On the other hand 
Dominican exiles and their allies continually upbraid us for the in- 
consistency of proclaiming democracy as one of our aims in the Cold 
War while we tacitly support dictatorships in our own backyard.! 

The dilemma is not a new one. Ever since the United States be- 
came the mainstay of a worldwide anti-Soviet coalition, it has given 
diplomatic, economic and military aid to various more-or-less author- 
itarian governments, apparently on the assumption that the only al- 


1 For a recent statement of the official position of the United States on free 
elections and non-intervention, see the letter of Assistant Secretary of State William 
B. Macomber, Jr. to Senator Javits, March 17, 1959, in US Department of State Bul- 
letin, XL, No. 1038 (May 18, 1959), 726-727. 
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ternative in those countries is Soviet control. Spain and Yugoslavia are 
two examples from opposite polls of the political spectrum. Occasion- 
ally, as in Korea this Spring, when accumulated popular discontent 
has threatened to overthrow our Allies’ governments, we have exerted 
pressures for reform. For the most part such efforts are as ineffective 
as those of Great Britain to reform Turkey in the nineteenth century. 

The United States is especially vulnerable to accusations that it 
condones dictatorship in the Dominican Republic because we occupied 
it with Marines in 1916-1924 and created a Dominican constabulary 
which was Trujillo’s springboard to power in 1930. For thirty years 
we have tacitly chosen authoritarian stability over democratic chaos 
in the Island Republic just as we accepted without a murmur the 
prolonged rule of another American-trained constabulary officer, So- 
moza in Nicaragua, Carias in Honduras, Ubico in Guatemala and Ba- 
tista in Cuba. It is often now forgotten why we did so. The thirty 
preceding years of intervention in support of free elections in the 
Central American and Caribbean republies had failed to establish real 
democracy and had alienated the other Latin American states.? The 
weary resignation of the State Department to Trujillo’s coup d’état in 
1930 is reflected in the Secretary’s directions to our Minister in Santo 
Domingo :* 


You are not authorized to suggest any United States participation 
in or even supervision of the elections. The last thing we want is to 
get in a situation where that would result... . The Department de- 
sires you to know that it expects to recognize Trujillo or any other 
person coming into office as a result of the coming elections and will 
maintain the most friendly relations with him. 


The great drawback of having dictators for allies, aside from the 
harm they do to our propaganda position in the Cold War, is the 
difficulty of assuring a peaceful succession. As John H. Herz has 
observed, ‘‘the mystique of the leader considers him as unique, and 
raising the problem of his demise, even that of his natural death, 
would put his uniqueness to doubt and pull his regime down to the 
level of any ordinary type of government.’’** Thus we may have ex- 
changed the short run turbulence of quadrennial elections for the once- 
a-generation major social upheaval attending the collapse of a dicta- 


2 For a résumé of this experience see Theodore P. Wright, Jr., ‘Free Elections in 
the Latin American Policy of the United States,” Political Science Quarterly, LXXIV, 
No, 1 (March, 1959), 89-112. 


3 Acting Secretary Cotton to Minister Curtis, March 19, 1930, Foreign Relations 
1930, II, 719. 


4 “The Problem of Successorship in Dictatorial Regimes; A Study in Comparative 
Law and Institutions,” Journal of Politics, XIV, No. 1 (February, 1952), 19. 
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torship. Succession is the real problem in the Dominican Republic 
today. Trujillo is aging and has not groomed a capable successor. 
Mere non-intervention on our part would not guarantee that a result- 
ing major civil war or revolution would bring about democracy, much 
less protect American security interests. The Castro revolution in Cuba 
illustrates both points. 

What else can be done? As Trujillo has become more and more 
embroiled with his neighbors because of the revolutionary plots they 
abet, several suggestions have been made. Each of these can be as- 
sessed in the light of earlier experiences. 

1. Hubert Herring has correctly argued that a new military inter- 
vention is out of the question because of our bad experience with it 
in the past and because of our O.A.S. and United Nations obligations.® 
Military paternalism in Santo Domingo in 1916-1924 only prepared 
the country for Trujillo, not for democracy. The rather self-righteous 
attitude of military occupation shows in the reaction of the Military 
Governor, Admiral Snowden, to the State Department’s proposal that 
municipal elections be staged in 1919: 


No other form of government can give to these people of the 
Dominican Republic what the Military Government is giving them 
at this particular epoch in their growth, because it is single-minded 
in its devotion to the interests of the Dominican people and works 
with an ideal of duty in mind, with no ulterior motives in view. 


It took a special mission by Sumner Welles to shake the US Navy 
loose from Santo Domingo in 1922-24. 

2. On the other extreme Herring’s favored policy of a ‘‘chill di- 
plomacy to convey our disgust’’ with Trujillo offends both ‘‘ins’’ and 
‘*‘outs’’ without altering the situation. The dictator cannot understand 
why we are turning on him after so many years of complacence, and 
his enemies expect more from us than diplomatic gestures. This ap- 
proach may in fact simply strengthen the dictator with his own people 
by allowing him to pose as a defender of national integrity. 

3. President Betancourt of Venezuela has urged us to break diplo- 
matic relations with the Dominican Republic in protest against Tru- 
jillo’s violations of human rights.‘ 

The administration of Woodrow Wilson tried non-recognition to 
forestall revolutions and enforce freedom of elections in several Latin 
American countries. His Secretary of State, Bryan, threatened in Sep- 


5 “Scandal in the Caribbean: The Dominican Republic,” Current History, XXXVIII 
(March, 1960), 164. 


6 Admiral Snowden to Minister Russell, December 2, 1919, Foreign Relations 1919, 
Il, 142. 


7 New York Times, April 1, 1960, p. 8. 
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tember, 1913 to withhold recognition from any Dominican government 
attaining power through armed revolution.* The method failed there 
as in Mexico, Nicaragua and most of the other Central American and 
Caribbean countries between 1911 and 1931. Yet we still find echoes 
of the Wilsonian era in David Lawrence’s demand that we refuse de 
jure recognition to Castro in Cuba until elections are held,® and in 
Adolf Berle’s milder suggestion that we deny Castro economic aid on 
the same basis.!° 

4. Senator George Smathers of Florida has resurrected foreign su- 
pervision of elections, another favorite device of the United States in 
the early days of the century. Smathers proposed to Trujillo in Feb- 
ruary, 1960 that the Organization of American States oversee elections 
in the Dominican Republic from which the Trujillo family would be 
excluded to guarantee fairness of the poll and to avoid violent rev- 
olution which would only benefit the Communists." 

This technique was tried by the United States alone in Santo Do- 
mingo twice in Wilson’s term. Bryan’s appointee as Minister to the 
Dominican Republic stopped a civil war in September, 1913, by pro- 
mising that the United States would send election observers to watch 
the balloting for delegates to a constitutional convention.!* The Domin- 
ican government objected to foreign supervision because it foresaw that 
the voters would conclude that this meant the United States favored 
the candidates of the rebel ‘‘outs’’ and would jump aboard their band- 
wagon. Impartiality was inconceivable to the Dominicans who had 
never experienced it. 

Freely elected government proved to be weak government in Santo 
Domingo. In 1914 another revolution brought on a second American 
electoral intervention. Wilson threatened this time that if the Amer- 
ican observers detected fraud or intimidation they would cancel the 
clection-and stage a new one.'* The election was hotly contested. The 
court declared some of the returns invalid and called for supplement- 


8 Secretary ot State to American Legation, Santo Domingo, September 11, 1913, 
US Archives. 

9 “Cuba’s Tragic Era,” US News and World Report, XLVI, No. 4 (January 23, 
1959), 112. 

10 “Latin America: The Hidden Revolution,” The Reporter, XX, No. 11 (May 28, 
1959), cited in Theodore P. Wright, Jr., ‘United States Electoral Intervention in Cuba,” 
Inter-American Economic Affairs, XIII (Winter, 1959), 50. 

11 New York Times, February 10, 1960, p. 13; a purportedly verbatim record of 
the conversation is in Jack Anderson's column, ‘Washington Merry-Go-Round,” Lewiston 
Daily Sun (Maine), February 23, 1960. 

12 Minister Sullivan to Secretary Bryan, September 19, 1913, Foreign Relations 
1913, p. 428. 


13 Plan of President Wilson, handed to Commissioners Fort and Smith, August, 
1914, Foreign Relations 1914, p. 247. 
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ary elections in those districts. The losing side then made the typical 
Latin American gesture of withdrawing from the race while charging 
fraud despite the presence of American observers. Wilson had made 
the false assumption that all that the Dominican politicians wanted 
when they revolted was a fair chance to win an election, whereas in 
fact what they wanted was power at any price. Two electoral super- 
visions only led to Marine occupation in 1916 and the temporary ex- 
tinction of Dominican independence. It does not seem likely that a 
multilateral intervention and election supervision by the O.A.S. would 
be any more successful unless the basic conditions of Dominican life 
have changed radically since 1914. Materially they may have; polit- 
ically the history of repressive paternalism under Trujillo has been a 
poor preparation for democracy. 

5. Would economie strangulation topple Trujillo or force him to ar- 
range a peaceable and democratic succession? We have already cut off 
military aid. The cost of buying arms in the open market has caused 
financial problems for the dictator who proudly boasted that he had 
wiped out the foreign debts. The Dominican Republic, like Cuba, is 
dependent on trade with the United States and could be seriously 
harmed by an embargo. However, the other Latin American States 
would hardly be willing to cooperate or look with pleasure on the 
spectacle of one of their number being brought to its knees by tactics 
which could be applied to them later. Furthermore, the history of 
economie sanctions shows that as often as not they merely reinforce 
the determination of the victim to resist. 

6. Could we subvert the dictatorship indirectly by secret financial 
and military aid to his enemies in exile? It has been charged that 
we did so successfully in Guatemala in 1954.14 Another operation of 
this sort would require extreme care lest our part in it be exposed to 
our great discredit in the eyes of friends and neutrals alike. Also, 
the ill-suecess of several invasions of the Dominican Republic from 
Cuba last year augurs poorly for this desperate type of venture. If it 
did sueceed after a bloody civil war, the government likely to issue 
from it would probably be similar to the Castro regime in Cuba. 

7. Would it not be the wisest course to encourage Trujillo quietly 
through diplomatic channels to arrange his succession peacefully now 
before it is too late? John Herz concluded his study of the problem 
of suecessorship in dictatorial regimes with the observation that ‘‘the 
decisive factor in the transmission of dictatorial power is the clearly 
expressed designation of the suecessor on the part of the dictator.’’! 


14 Philip B. Taylor, Jr., “The Guatemalan Affair: A Critique of United States 
Foreign Policy,” American Political Science Review, L, No. 3 (September, 1956). 


15 Herz, op. cit., p. 38. 
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I do not mean the kind of pseudo-succession by a puppet that both 
Trujillo and the late Nicaraguan dictator Somoza tried several times. 

Despite the efforts of the US occupation and the dictator himself 
to raise the material standard of living and the rate of literacy in the 
Dominican Republic since 1916, it still ranks far down on the list of 
Latin American republies with respect to these and other prerequisites 
of democracy. As recently as 1950, a poll of experts taken by Russell 
Fitzgibbon ranked the republic 19th out of 20.'® Genuine two-party 
democracy cannot yet be expected. 

The easing out of a superannuated dictator is a diplomatic task 
of extreme delicacy. It was managed in the case of President Estrada 
Cabrera of Guatemala in 1920.17 The major internal opposition to 
Trujillo in the past year seems to have come from the new middle 
elass, backed by the Catholic Church. It would seem preferable to move 
from one-man rule to a kind of rotation in office among an educated 
oligarchy as was formerly done in Costa Rica rather than to risk the 
destruction and uncertainties of full-scale civil war such as Cuba suf- 
fered. Some mitigation of the worst police severities would of course 
be necessary. But Trujillo would have to be assured of the continuation 
of the political stability and material improvements which he has in- 
stituted, if not of his personal fortune. Then he might be more amen- 
able to relinquishing power. Supervised free elections such as those 
proposed by Senator Smathers would only open a Pandora’s box of 
factional strife. 


16 ‘Measurement of Latin-American Political Phenomena: A Statistical Experiment,” 
American Political Science Review, XLV, No. 2 (June, 1951), 519. 


17 See Foreign Relations 1920, Il, 718-755. 
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We could approach the Cuban Revolution from any one of several 
angles. We could view the Revolution in the context of Cuban history 
and deal primarily with its evolution from a small protest movement 
of twelve men in the Sierra Maestra to its present unchallenged control 
of the whole island. Or, we could view the Cuban Revolution in its 
larger picture, contrasting and comparing it with the other major 
revolutions in world history, especially those in Russia and China in 
this century. I have chosen not to take either of these approaches but 
rather to look at the Cuban Revolution in the context of the Cold War. 
in the context of the Revolution’s impact on our foreign policy. While 
the Cuban people would undoubtedly disagree with me in this emphasis. 
I believe that the most significant long-range result of the Revolution 
will be in its effects on American! policy toward Latin America. 

Latin America has traditionally been the chief concern of US for- 
eign policy. The cornestone of America’s whole foreign policy had been 
the Monroe Doctrine, promulgated in 1823 by the President whose 
name it bears. The US at that time did not have the power to enforce 
this ‘‘Keep Out’’ policy so that actually it was the British fleet, rather 
than pronouncements from the State Department, that held the Eu- 
ropean colonial powers at bay until the US was old enough to carry 
its own Big Stick. America’s relations with its weaker sister states to 
the south have been not unlike those of other great nations with their 
weaker neighbors. When we wanted more land, we fought a war with 
‘Mexico and took Texas, Arizona, New Mexico and California. When 
we wanted an isthmian canal, we fomented a revolution in Colombia, 
set up the state of Panama and signed a treaty with its puppet rulers 


1 Throughout this article the term “American” will be used to refer to the US 
rather than the term “North American,” which is preferred by Latin Americans, except 
in such obvious references as ‘American states,”’ etc. 
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granting us the right to build and operate the Panama Canal. When 
we wanted fertile investment fields for our surplus capital, we resorted 
to dollar domination, pouring money into Latin lands and supporting 
those dictators that would create the rosiest investment climate. When 
conditions deteriorated to the point that American property seemed 
threatened, we sent the Marines down. 

Out of this unsavory past came the Good Neighbor Policy, a policy 
inaugurated by Herbert Hoover and expanded and popularized by 
Franklin Delano Roosevelt. Roosevelt’s New Deal in the US was pop- 
ular with Latin Americans and moved them to believe in the sincerity 
of his expressions of the desire to be a good neighbor. Latins who saw 
the American President striving for economic and social justice at 
home tended to believe his professions of respect for sovereignty, ter- 
ritorial integrity and non-intervention in the affairs of other states. 
Thus the name of Franklin Delano is admired and respected in Latin 
America while that of his rough-ridin’ Uncle Teddy is hated and 
abused. 

Then came World War II. American attention was focused on 
events in Europe and Asia. Eventually we were drawn into the con- 
flict, and most of Latin America went with us. When the struggle 
ended, poverty, disease and the spectre of Communism stalked the 
recent battlegrounds. The American people at last accepted their re- 
sponsibilities of world leadership; they reached deep into their pock- 
ets and financed programs of relief and rehabilitation on a scale never 
before seen in human history. But in the process Latin America was 
forgotten. The area that once occupied the foremost position in our 
foreign policy was forced to take a back seat to more urgent problems. 
Besides, Latin America was ‘‘safe’’ from Communism. The hurricane 
winds of the Revolution of Rising Expectations were not supposed 
to beat against the shores of the Western Hemisphere. It was okay for 
the peoples of Europe and Asia to concern themselves with raising 
living standards and creating a better life, but the people of Latin 
America were supposed to go on being picturesque with their bananas 
and burros. After all, there were dictators in most of these countries, 
and they would see to it that nothing approaching Communism ever 
got started down there. In the meantime we would continue to back 
these dictators in the weary resignation that (as one US Senator had 
once put it) banana trees and self-government cannot flourish in the 
same climate. 

Then one by one these dictators began to be overthrown. In the last 
four years before Castro came to power six dictators fell. What has 
followed them in most cases has been continued rule by the middle 
class in the interests of the middle class. Only in Cuba has this pattern 
been completely broken and the lowest peasants brought fully into 








160 JOURNAL OF INTERNATIONAL AFFAIRS 


the Revolution. A keen student of Latin American affairs has defined 
revolution as a 


fundamental change in the nature of the state, the functions of gov- 
erment, the principles of economic production and distribution, the 
relationship of the social classes, particularly as regards the control 
of government — in a word, a significant breaking with the past.? 


There can be no doubt that this kind of real revolution is occuring 
in Cuba today. 

What are American goals vis-d-vis Cuba and the rest of Latin 
America? What foreign policies should be pursued in order to attain 
these goals? How does the Cuban Revolution fit into this framework? 
Taking the last question first, it seems very difficult to ascertain just 
what is happening in Cuba. The American press is filled with stories 
carrying Cuban datelines; nevertheless, as New York Times Editoria! 
Board member Herbert Matthews expressed it: ‘‘In my thirty years 
on The New York Times I have never seen a big story so misunder- 
stood, so badly handled and so misinterpreted as the Cuban revolu- 
tion.’ A survey of the articles in even so impartial a newspaper as 
The New York Times indicates that what Castro has said against the 
US, or what new dangers of a Communist take-over have appeared, 
or what new Cuban official has fled into exile seems to be more news- 
worthy than what new schools have been built in Cuba, or what new 
housing projects have been completed, or what new successes in raising 
agricultural productivity have been obtained. This is unfortunate, for 
it gives the American people a one-sided picture of the Cuban Rey- 
olution. 


The Decline and Fall of the Policy of Patience 


When Castro came to power on New Year’s Day, 1959, he was an 
unknown quantity. American public opinion seemed generally favor- 
able but was immediately outraged by the war criminal executions. 
When expropriations of American-owned property began, especially 
after the promulgation of the Agrarian Reform Law in May, 1959, 
and it was announced that repayment was to be made in twenty-year 
bonds carrying 4% per cent interest, the US government protested. The 
first note was sent June 11, the second, October 12, 1959. The Admin- 
istration was following a line of patient waiting, hoping that the ‘‘ex- 
eesses’’ of the Revolution would soon fade. 


2 William S. Stokes, “The ‘Cuban Revolution’ and the Presidential Elections of 
1948,” Hispanic American Historical Review, XXXI (1951), 37. 


3 New York Times, April 22, 1960, p. 18. 
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On January 11, 1960, Ambassador Philip Bonsal delivered a note 
to the Revolutionary government protesting 


the seizure and occupation of land and buildings of United States 
citizens without court orders and frequently without any written 
authorizations whatever, the confiscation and removal of equipment, 
the seizure of cattle, the cutting and removal of timber, the plowing 
under of pastures, all without the consent of the American owners.! 


The note went on to protest the lack of ceremony in the seizures: the 
absence of inventories, receipts or indications that any payment would 
be made. 

Then on January 21 Secretary Herter told the Senate Foreign 
Relations Committee that Ambassador Bonsal was being called home 
because of a ‘‘most insulting’’ attack on the US that Dr. Castro had 
just delivered via television. When Bonsal reached Washington, he 
met with Secretary Herter and the then Assistant Secretary for Inter- 
American Affairs, Roy Rubottom, on the Cuban situation. Informed 
sources revealed that the Administration was becoming frankly con- 
cerned with the growing Communist influence in the Revolution. On 
January 26 Eisenhower said: 


I should like only to add that the United States Government has 
confidence in the ability of the Cuban people to recognize and defeat 
the intrigues of international communism which are aimed at destroy- 
ing democratic institutions in Cuba and the traditional and mutually 
beneficial friendship between the Cuban and American peoples.5 


Nor was the Administration cheered by the visit of Soviet Deputy 
Premier Anastas I. Mikoyan to Cuba the following month. On Feb- 
ruary 13 Castro and Mikoyan signed the trade pact that became the 
model for subsequent pacts with East Germany, Poland, Czechoslov- 
akia, and China. In this pact the USSR agreed to purchase five million 
tons of Cuban sugar over a five-year period; twenty percent of the 
purchase was to be in US dollars, and the rest was barter. In addition 
the USSR extended a $100 million credit to Cuba bearing 2% percent 
interest and repayable over a twelve-year period. The agreement also 
envisaged the sending of Soviet technical personnel to Cuba to aid 
in building factories and setting up equipment. At one stroke the 
USSR moved into second place behind the US as a purchaser of 
Cuban sugar. It was later learned that the sugar price agreed on was 
the world market price (2.78¢ to 3c per pound) as opposed to the 
US price of 5.3¢ per pound. Since this price was below the cost of 


4 See US State Department statement on note in /bid., January 12, 1960, p. 10. 


5 Ibid., January 27, 1960, p. 10. 
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production (about 4e per pound), many people felt that the result 
of this trade agreement was that the US was subsidizing Cuban sales 
of sugar to the USSR. 

Then to add insult to injury Major Ernesto Guevara,® one of the 
ruling triumvirate of the Revolution, made a speech at Havana Univer- 
sity on March 2 in which he branded the US subsidy for Cuban sugar 
as ‘‘economie enslavement.’’ Two days later the State Department 
challenged Cuba to renounce the subsidy (which last year amounted 
to $150 million), but the challenge was not taken up by the Revolu- 
tionary government. 

On March 4 relations between the two nations suffered a further 
set-back when the French freighter La Coubre, which was unloading 
munitions in Havana Harbor, blew up with considerable loss of life. 
The next day at a mass funeral for the victims Dr. Castro implicated 
the US in ‘‘sabotage’’ of the ship. He declared that the US had tried 
by diplomatic means to prevent the sale of arms by Belgium to Cuba. 
He said: 


We have the right to believe that those who did not wish us to 
receive arms and tried to prevent that by diplomatic means are 
among those guilty of this sabotage. We do not have proof, but we 
have the right to believe that these are the guilty ones.? 


The State Department dropped its usual restraint and categorically 
denied the charges, branding them an ‘‘irresponsible accusation.’’ Con- 
gress was in an ugly mood, and certain Congressmen could not restrain 
their tongues. Representative Larry Brock of Nebraska said of Castro: 
‘*Tt’s about time we took a big stick to him.’’* On March 7 Secretary 
Herter protested to Cuban chargé d’affaires Enrique Patterson and 
questioned Cuba’s good faith with respect to a desire for improved re- 
lations. The following day Cuba rejected the protest and herself pro- 
tested Herter’s ‘‘aggressive tone’’ in his remarks to Patterson. Reports 
were rife that the two nations were near a diplomatic break. 

With the La Coubre incident the Communist world press began 
strongly backing the Cuban Revolutionary government. Earlier, in 
February, Premier Khrushchev, in addressing the Indian Parliament 
had said: ‘‘Our sympathies have always been and will always be with 
such nations as Cuba... .’” A Soviet publication declared in March: 


6 Born in Argentina, Major Guevara (nicknamed “Ché’’) is a medical doctor and 
probably the most potent ideological (Marxist) influence on Fidel Castro. He is at 
present President of the National Bank and through his job as head of the Department 
of Instruction of the Armed Forces Ministry controls the Peoples Militias, which now 
number about 200,000 strong. 


7 New York Times, March 6, 1960, p. 1. 
8 Ibid., March 7, 1960, p. 1. 
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This program (the one the Communists advocate for Latin Amer- 
ica — R.H.H.) was brightly reflected in the Agrarian Reform law 
passed by the Revolutionary Government of Cuba in May, 1959. The 
Popular Socialist Party (Communist — R.H.H.) of Cuba gives its full 
support to this law since from its point of view the law’s basic provi- 
sions are in harmony with the kind of agrarian transformations the 
country needs.9 


To counter somewhat the inercasingly hostile Cuban propaganda 
against the US, the Administration resumed Spanish-language broad- 
casts to Latin America on March 21, 1960. The broadeasts had been 
halted since 1953, but their resumption could not hope to have much 
effect since the VOA chose a shortwave frequency whereas most 
radios in Latin America are equipped only for medium wavelengths. 
In Cuba, for instance, only three percent of the radios could get the 
VOA broadeasts, and presumably these radios belonged to persons who 
needed scant coaxing that the Revolutionary government was treading 
on dangerous paths. 

On March 28 Castro shocked the rest of Latin America by de- 
nouncing the 1947 Rio Pact, which is the Inter-American Treaty of 
Reciprocal Assistance. This treaty provides for mutual assistance in 
the face of aggression or subversion, and its renunciation by a state 
drifting toward the Communist orbit can only have serious conse- 
quences in the American system of mutual security. Peru immediately 
asked that a special meeting of the Organization of American States 
be ealled to consider the Cuban régime’s renunciation of the pact. 


The Hardening United States Attitude 

The Administration line toward Cuba began perceptibly harden- 
ing April 8 when Eisenhower made public the answer to a letter writ- 
ten by some Chilean students during his visit to South America in 
February. Eisenhower declared that the Cuban leaders had betrayed 
the ideals they had pronounced upon assuming power January 1, 1959. 
In continuation of the policy of pressure the Administration three 
days later delivered three notes to Cuba. The most important one 
charged that, far from bringing peace to the carribean area, the in- 
stallation of the Castro régime had but heightened tensions there. 

On May Day the Cuban régime staged a giant rally in Havana. 
A quarter of a million people gathered for the celebration. On the re- 
viewing stand were observers from the major Communist block nations. 
Fidel Castro addressed the crowd. Some expected him to announce, 
in order to silence his critics, that elections would soon be held. Instead, 
he announced that elections were outmoded and that his ‘‘direct de- 


® V. Levin, “Struggle for Vital Interests of the People,” Politicheskoye Samoobru- 
zovanie, trans. in Current Digest of the Soviet Press, XII, No. 13 (April 27, 1960), 
p. 31. 
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’ 


moeracy’’ of bringing the people together in general assembly had 
its roots in a purer democracy, that of ancient Greece. The masses 
screamed their approval for five minutes: ‘‘Revolution, yes, elections, 
no!’’ One is reminded of George Orwell’s Animal Farm in which the 
animal leader taught the sheep to bleat ‘‘Four legs good, two legs 
bad!’’ in order to drown out the opposition voices whenever a new 
policy was announced. But the opposition in Cuba would not be silent. 
Diario de la Marina, Cuba’s largest and oldest daily, in a frontpage 
editorial said that Castro’s direct democracy was comparable to the 
systems of Khrushchev, Mao Tse-tung, Hitler, Mussolini and Juan 
Perén. A few days later the paper was seized by the régime. 

This continued drift into totalitarianism and toward the Com- 
munist bloc led the Administration to seek authorization from Con- 
gress to hit the Cuban régime where it was most vulnerable. On June 
22 Herter appeared before the House Agricultural Committee and re- 
quested Presidential authority to cut sugar quotas whenever he should 
deem such action to be in the national interest. Five days later the 
Administration delivered a broadside against the Cuban government 
in the form of a memorandum to the Inter-American Peace Commit- 
tee of the OAS. This memo indicted the Cuban régime for its policy 
of vicious vilification of the US government and people. 

On June 29 Castro seized the huge Texaco refinery in Cuba and 
followed this action with the seizure of the American-owned Esso and 
the British-owned Shell refineries there on July 1st. The régime’s 
excuse was that the refineries had refused to process the Soviet oil 
Cuba had received under the new trade deal with the USSR. Two 
days later Congress passed the sugar bill giving President Eisen- 
hower the authority to cut the Cuban sugar quota. On July 6 the 
President virtually ended Cuban sugar imports into the US for the 
rest of 1960. On the 9th of July Premier Khrushchev warned that 
“if need be, Soviet artillerymen can support the Cuban people with 
their rocket fire, should the aggressive forces in the Pentagon dare 
to start intervention against Cuba.’’!° 

The State Department answered this threat on July 14 by reaf- 
firming that ‘‘the principles of the Monroe Doctrine are as valid today 
as they were in 1823 when the Doctrine was proclaimed’’ and went 
on to declare that ‘‘this naked menace to world peace, brandished so 
eallously by the Soviet leader, reveals the hypocrisy of his protesta- 
tions in behalf of peace.’’™ 

On July 10 Premier Khrushchev offered to buy the 700,000 tons 
of sugar that Eisenhower slashed from the Cuban quota for 1960. This 


10 New York Times, July 10, 1960, p. 2. 


11 Jbid., July 15, 1960, p. 2. 
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was followed on July 23 by a trade pact with Communist China in 
which the latter agreed to purchase some 500,000 tons of sugar from 
Cuba annually for the next five years. 

Cuban reaction to the Administration’s slash of the Cuban sugar 
quota was not long in coming. In the middle of the month the half- 
million dollar Armour fertilizer plant was seized. The biggest seizure 
of all came on August 6 when the Cuban régime formally nationalized 
American property in Cuba to the value of more than $750 million. 
Much of this had been previously ‘‘intervened,’’ as the Cubans call 
it, but had not yet been taken over for good. This represented about 
three-quarters of the approximately one-billion-dollar US investment 
in Cuba. 

Cutting the sugar quota was a grave error in my opinion. In the 
first place, it is a thinly veiled economic sanction against Cuba, an 
action prohibited by Article 16 of the Charter of the Organization of 
American States. In the second place, it seems designed to increase the 
foreign exchange difficulties of the régime, create shortages of vital 
commodities and turn the people against the Revolutionary govern- 
ment. This seems predicated on the theory that whoever comes after 
Castro would be less anti-American than he, a dangerous assumption. 
In the third place, the Cuban people must sell their sugar to someone 
in order to live; if they cannot sell it to the Free world, they will 
have to turn to the Communist bloc as they have done, and the barter 
deals they receive there will only tie their economy closer to that of 
the Communist world. The moves of the Soviets in offering to purchase 
the sugar that the US refuses to buy can only increase the stature of 
the USSR and Cuban Communists in the eyes of the Cuban people. 
And fourthly, the slash of the sugar quota was wrong because it was 
a retaliatory move in an unequal contest. As Shakespeare said, ‘‘O, it 
is excellent to have a giant’s strength; but it is tyrannous to use it 
like a giant.’’ Sympathies are bound to be on the side of the underdog. 
It is also dangerous in that our action brings counter-retaliation from 
the Cubans, which tempts us to act further against them until we 
end by sending the Marines to Havana. The slash in the sugar quota 
is the greatest triumph yet of the Revolutionary government in its 
struggle with Washington. At last Castro has managed to make us 
act in the réle in which he has been picturing us to the Cuban people 
and to the rest of Latin America. 


The OAS Conference in San José 


On July 18 the Security Council of the United Nations took up 
a Cuban complaint of US economic aggression against the island re- 
public. The Cuban foreign minister, Dr. Raul Roa, concentrated on 
the reduction of the Cuban sugar quota by the US, but he also protest- 
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ed the refusal of the two American-owned refineries to process Soviet 
oil and also presented a long list of flights by US-owned aircraft over 
Cuba. The latter complaint encompassed a charge that the US had 
taken ineffective action in preventing such flights. He also expressed 
indignation at official US statements branding Cuba a satellite of the 
Soviet bloc. Ecuador and Argentina, the two Latin American members 
of the Security Council, introduced a resolution referring the com- 
plaint to the OAS. The resolution carried 9 to 0 with the USSR and 
Poland abstaining. 

The foreign ministers of the American states gathered in Costa 
Rica’s capital and held their first formal session August 17. The first 
order of business was the question of the Dominican Republic. The 
Venezuelans charged, and an OAS investigating committee presented 
supporting evidence, that Trujillo had been involved in the attempt 
on President Betancourt’s life. Venezuelan Foreign Minister Arcaya 
asked the OAS to impose the strictest of sanctions against the Domin- 
ican Republic, which if carried out, would have effectively isolated 
that island nation. Secretary Herter proposed that the OAS demand 
that free elections supervised by an OAS unit be held in the Domin- 
ican Republic, applying sanctions only in the event that the Trujillo 
régime refuses to cooperate. A compromise was worked out under which 
the Trujillo régime was ‘‘energetically condemned’’ and diplomatic 
relations with the other American states were severed. Partial econ- 
omic sanctions were also imposed. This ended the Sixth Consultative 
Conference of Foreign Ministers. The US had advocated this strong 
stand against Trujillo so as to offset Cuban charges of US friendship 
toward Latin American dictators and to win the support of the rest 
of Latin America in its own struggle with Cuba. 

The Seventh Consultative Conference of Foreign Ministers opened 
the next day on August 22. Colombian Foreign Minister Julio Turbay 
was elected chairman of the conference. In his opening address he 
referred to general Latin American support for the aims of the Cuban 
Revolution but deplored the Soviet rocket threat and Cuba’s accept- 
ance of it. Dr. Turbay declared that ‘‘no nation in this hemisphere 
needs the political or military help of an extra-continental power in 
order to protect its independence and sovereignty.’”!” 

The Seventh Consultative Conference of the OAS ended August 
29 with the adoption of the Declaration of San José. Though the De- 
claration did not mention Cuba by name, it did condemn ‘‘interven- 
tion or the threat of intervention in the affairs of the American re- 
publies.’’ The Declaration went on to say that any acceptance of such 
a threat by an American nation ‘‘ jeopardized American solidarity and 


12 [bid., August 24, 1960, p. 10. 
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security.’’ Secretary Herter stated that ‘‘the Declaration of San José, 
adopted at the seventh meeting, constitutes a clear indictment of the 
Castro Government of Cuba, and particularly the role which it has 
played in furthering the Sino-Soviet efforts of intervention into this 
hemisphere. ’’!* 

But not all of the delegates saw the Declaration in the same light. 
The foreign ministers of Venezuela and Peru were not present to sign 
the Declaration because they were personally opposed to it, and other 
members of their delegations signed in their stead. Mexico issued a 
special statement to the effect that the Declaration was of a general 
nature and that ‘‘in no form does it constitute a condemnation or a 
threat against Cuba, whose aspirations for economic improvement and 
social justice have the strongest sympathy of the Government and 
people of Mexico.’’ Most of the Latin delegates disagreed with Secre- 
tary Herter’s interpretation. 

Cuba denounced the Declaration and reaffirmed her ties with the 
Communist bloc. Some observers fear she may be about to sign a 
defense pact with Soviet Russia. The signing of such a treaty between 
Cuba and the USSR and the actual construction of a Sovict military 
base on Cuba soil would present US statesmanship with its greatest 
test yet. From the military aspect a missile base in Cuba would be 
useful to the Soviets only in time of war when every square inch of 
US territory would be under threat of missile attack anyway. How- 
ever, a submarine base would greatly benefit Soviet submarine opera- 
tions even in peacetime and would greatly multiply the problems of 
the US anti-submarine forces. The unfortunate aspect of this problem 
is that it has been the US that has set the precedent in the Cold War 
for military bases on Russia’s doorstep. We have defended this policy 
by claiming to be there at the express invitation of the host country. 
If we have these words thrown back in our face, we may have to 
eat them. 

The US Navy base at Guantanamo, Cuba, is there by treaty right. 
a right that the treaty cedes to us in perpetuity. The Revolutionary 
government has run the gamut in its statements on the base from 
Rail Castro’s remark that the régime is not interested in the base one 
way or the other to Dr. Castro’s hint July 11 that the régime might 
try to force the US out of Guantanamo. The Cuban government is 
probably delaying action on this matter because it realizes that the 
base is a trump card which, onee played, cannot be played again. If 
the Cubans formally ask us to leave, it will be difficult to maintain 
the assertion that our bases are in foreign countries at the request 
of the peoples of those countries. It would be better just to pull out. 


13 [bid., August 30, 1960, p. 10. 
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It is hard to believe that Guantanamo has such great strategic signif- 
icance in this missile age (as opposed to the days when a hostile battle- 
ship might have severely damaged the Panama Canal) that the US 
would rather suffer a huge propaganda defeat in the world than to 
give it up. 

There are some people in Cuba who want to precipitate an armed 
clash with the US. The Cuban people are being constantly warned that 
the US is going to use armed intervention to try to defeat the Revolu- 
tion. Nor is this such a remote possibility. Sources close to the Admin- 
istration have said that the US will take direct action through the 
OAS if possible but unilaterally if necessary in order to prevent the 
establishment of a red satellite in Cuba or a Russian military base 
there. Those who think of American armed intervention in Latin 
America as strictly a pre-Good Neighbor Policy phenomenon would 
do well to recall that as recently as 1958 President Eisenhower alerted 
the Marines for possible embareation to Venezuela when Vice Presi- 
dent Nixon was maltreated by the mobs during his goodwill visit 
there. It would be a tragic defeat for America if the Administration 
should allow Castro or those around him to pull us down to the moral 
level of the USSR in Hungary or that of Red China in Tibet. The US 
must not move unilaterally against Cuba, no matter how great the 
provocation. 


The Bogota Conference 


The biggest impact of the Cuban Revolution seems to have been 
its awakening of the Administration to the crying need of Latin Amer- 
ica for economic development. While the US has poured tens of bil- 
lions into Europe and Asia to rebuild shattered economies, the Latin 
Americans have been treated as poor relations. US aid to all of Latin 
America since World War II (approximately $3.5 billion) has been 
less than that given to the island of Taiwan or to West Germany in 
the six years following her surrender. Yet grinding poverty is wide- 
spread in Latin America. The population growth rate there has in- 
creased from 1.3 per cent in 1930 to 2.5 per cent in 1959 and is 
expected to reach 2.7 per cent in 1975. The population now stands at 
180 millions, the same as that of the US, and is expected to reach 
275 millions by 1975. 

Part of the problem facing Latin America is that increases in 
production are not rapid enough to outstrip the increases in popula- 
tion so that any new increase in production just goes into maintaining 
more people at the same level of poverty. Dr. Ratl Prebisch, manag- 
ing director of the United Nations Economie Commission for Latin 
America has said: 
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I believe that in Latin America there is developing an episode that 
is unique in the history of economic development since the Industrial 
Revolution. There has been no previous instance of countries strug- 
gling to equip their agriculture with technical means and undertak- 
ing their industrialization while facing a rate of demographic growth 
that exceeds everything that has been historically seen in the past.14 


Under the impact of the Cuban Revolution the US is at last mov- 
ing in the direction of improving the standard of living of the Latin 
American peoples. The third meeting in eighteen months of the econ- 
omic policy planning section of the OAS opened in Bogota, Colombia, 
September 5. In his speech opening the conference the President of 
Colombia, Dr. Alberto Lleras, said: 


I want to express my candid opinion that . . . we are not facing 
a problem of development, but a crisis without precedent in the his- 
tory of Latin America. This crisis threatens to overwhelm our institu- 
tions, our democratic systems where they exist, our firmest govern- 
ments, our liberties and peace itself.l5 


On the US delegation were Douglas Dillon, Under Sceretary of 
State, and Thomas C. Mann, Mr. Rubottom’s replacement as Assistant 
Secretary of State for Inter-American Affairs. In Mr. Dillon’s ad- 
dress to the conference he spoke of the hope that the governments 
there represented must bring to the ‘‘less privileged people who make 
up such a large proportion of the countries of Latin America ... We 
must help them to replace a hovel with a home. We must help them 
to acquire ownership of the land and the means for its productive 
use.’’ In order to accomplish this, Mr. Dillon said, ‘‘the government 
of the United States is prepared to devote over the years ahead large 
additional resources to the inauguration and carrying forward of a 
broad new social development program for Latin America.’’ The 
Under Secretary spoke of ‘‘new and additional funds’’ besides the 
500 million he offered the conference as progress is made in social 
betterment. The US envisaged spending the money for ‘‘an over-all 
attack on social problems through improvement in the conditions of 
rural life, through better use of agricultural land, through better 
housing and community facilities, and through the modernization and 
improvement of education.’’!® 

The plan involved the creation of a fund administered by the Inter- 
American Development Bank to which loans could be repaid in local 
eurrency so that a revolving fund would be created. In addition to 
this the US pledged to make large-scale, low-interest, long-term loans 


14 [bid., January 13, 1960, p. 49. 


15 [bid., September 6, 1960, p. 3. 
16 [bid., September 7, 1960, p. 4. 
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for economic development and to cooperate with the Latin American 
governments in an attempt to stabilize the prices of basic Latin Amer- 
ican export commodities. This is similar to the plan advanced by 
Brazil’s President Kubitschek in 1958 under the title ‘‘Operation 
Pan America.’’ Latins were pleased that the US at the Bogota con- 
ference specifically connected its proposals to those of the Brazilian 
President. On September 13, as this is being written, the delegates 
at Bogota are winding up this conference by embodying these prin- 
ciples and plans in a document called the Act of Bogota. 


Some Observations on US-Cuban Relations 


The Cubans, who are specifically exempt from the American aid 
plan, attacked it as ‘‘imperialistic’’ and said there was nothing new 
in it. It seems to this observer that this blatant anti-Americanism of 
the Cuban Revolution is rooted in two sources. First, the vicious hate 
campaign which the normally friendly people of Cuba are engaging 
in so enthusiastically is the bitter harvest of a half-century of Amer- 
ican domination of Cuba. This domination has been largely economic, 
but it has also been political. It was only in 1934 under Roosevelt that 
the US renounced the Platt Amendment, by which America had had 
the right of intervention in Cuban affairs over the years. A people so 
long oppressed by its next door neighbor will inevitably feel great 
hostility for that neighbor, especially when it becomes safe or even 
politically desirable to express such hostility. But unfortunately the 


American record in Cuba has indeed been ugly. As a British observer 


recently wrote: 


The contrast the United States has fostered between vulgar af- 
fluences and ignorant poverty, only a couple of hundred miles from 
the dear old ladies of Tampa and St. Petersburg, is ugly to contem- 
plate. Its alliances with flashy dictators, crooked promoters, pimps 
and fly-by-nighters seem terribly unworthy of the world’s prime lib- 
erty men. It has smeared across these heavenly seas and idyllic is- 
lands a veneer of heartless profit, unwholesome tourism, cheap ma- ~ 
terialism, and all those rituals of the American Way, which, thus 
transplanted from their rustic breeding grounds, do so much to tarn- 
ish the image of the Law, the one common denominator of decent 
peoples.!? 


The US maintained a military mission in Cuba which trained 
former Dictator Fulgencio Batista’s troops. American-trained Batista 
forees dropped American-made napalm and 500-pound bombs from 
US-built planes onto Cuban villages. It was only six months before 


17 James Morris, “The Cuban Riddle: A British View,’ The New York Times 
Magazine, August 7, 1960, p. 15. 
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the Revolution’s triumph that the Administration placedl an embargo 
on arms shipments to Cuba. In the light of such a record it ill-behooves 
the Eisenhower Administration to act the part of injured innocence 
when Revolucion, the official organ of the ‘‘26th of July’’ movement, 
carries an especially scathing denunciation of the US. 

The second source of the anti-Americanism whistling up out of 
the Caribbean may well be a result of a policy decision of the trium- 
virate of the Revolution. Castro may have decided (or been persuaded) 
that ‘‘if you can’t give the people something to eat right now, give 
them something to hate until you can.’’ Certainly his hours-long tele- 
vision denunciations of the US are reminiscent of the ‘‘two minutes 
of hate’’ in Orwell’s 1984. What could have been a better object of 
hatred than the United States with its billion-dollar investment in 
Cuba? This was especially convenient since the régime had decided to 
expropriate this foreign-owned wealth. Coupled with the campaign of 
hatred of the US for its past actions is the warning that the US is 
planning to invade Cuba in order to erush the Revolution. What better 
way is there to rally the people to your standard and force them to 
make the sacrifice necessary to push through a genuine social revolu- 
tion and economic development program? Is this not an echo of some- 
thing we used to hear quite a bit from the other side of the world — 
capitalist encirclement ? 

There is one important fact of the Cuban Revolution that we can- 
not. afford to overlook, and it seems to have been overlooked by the 
Administration. Fidel Castro is overwhelmingly popular in Cuba. In 
June before its seizure by the régime, the Cuban magazine Bohemia, 
a magazine widely respected throughout Latin America, published the 
results of an opinion survey which showed that after seventeen months 
of Castro rule the percentage of the population still decidedly in favor 
of the régime was 87.84. Breaking the population down, it was found 
that the régime was most popular among the rural peoples (94 per 
cent) and among the 20 to 30 years old (91 per cent).'* The US errs 
gravely when it follows a policy of frank friendship toward unpopular 
leaders, but it errs doubly when it follows a policy of hostility toward 
a leader as popular as Fidel Castro. The Administration committed 
an unnecessary error when it acted so coolly toward Castro during the 
latter’s visit to the US in 1959. 

The Eisenhower Administration’s vaunted policy of patience in 
the face of Cuban provocation was laudable, as far as it went, as was 
its position that no sanctions should be taken against Cuba in spite of 
Castro’s attacks because this would hurt the Cuban people. The error 


18 Prof. Raal Gutiérrez Serrano, ‘El Pueblo opina sobre el gobierno revoluciona- 
tio,” Bohemia, No. 26 (June 26, 1960), pp. 49-50. 
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in all this is that a prime ingredient of patience is long-suffering. 
And are we now to believe that the Administration wishes to hurt 
Castro even if it means that the Cuban people will be hurt too? One 
disappointing feature of the Democratic National Convention this year 
was that there was no constructive criticism of the Administration’s 
course in Cuba. 

If our foreign policy goals with respect to Cuba include keeping 
her out of the Communist orbit, then the Administration is certainly 
acting strangely. Since Cuba earns 80 per cent of her export income 
from sugar sales. she must export sugar in order to live. The US has 
now not only dried up her major market but is warning other coun- 
tries that US aid funds cannot be used to purchase Cuban sugar. What 
better way to force Cuba to trade with the Communist bloc? And since 
Communist nations are making barter deals with Cuba, what better 
way to fill Cuba with Communist-made equipment and Communist 
technicians to instruct in its use? Coupled with this we have the ces- 
sation of all American aid to Cuba including that to be dispensed in 
accordance with the Act of Bogota. These attempts to quarantine Cuba 
can hardly serve to slow her drift toward the Soviet bloc. 

The Cuban Revolution presented the Eisenhower Administration 
with an unparalleled opportunity. After years of preaching to the 
Latin Americans that no real progress could be made in the task of 
raising living standards in their countries until genuine tax revision 
and land reforms were carried out, we at last had a Latin leader in 
power, popular with the people and ready to carry through a real 
social revolution. The US should have stood by with the necessary 
capital and technical advice needed to diversify the Cuban economy. 
It is true that under the philosophy guiding the present leaders of 
Cuba American business would have had to write off its investment 
in Cuba. If this would have been deemed politically unwise on the 
domestic front, perhaps some arrangement might have been worked 
out with the Cubans under which US investors in Cuba would have 
been recompensed out of the 2¢c-per-pound bounty that the US paid 
on Cuban sugar. In any event American foreign policy interests in 
Cuba should not be considered synonymous with American Big Busi- 
ness’ interests there. But instead of following such a policy of aiding 
Cuba, we forfeited this réle to the Communist bloc and succeeded in 
losing the US investment in Cuba at the same time. 

The Castro Revolution is popular in much of Latin America. Its 
ideals and goals are shared by a great many Latin Americans. There 
is a feeling of respect for the Cubans because they not only talk about 
social injustice but do something about it. The governments represent- 
ed at the San José meeting, as we have seen, had to tread with care 
in their pronouncements on the Cuban situation because of the sym- 
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pathy of their peoples toward the Cuban Revolution. And rightly or 
wrongly, the feeling is widespread in Latin America that the United 
States is against social revolutions. It is an open secret that the Central 
Intelligence Agency aided and abetted the overthrow of the Jacobo 
Arbenz régime in Guatemala in 1954. And in spite of our repeated 
expressions of approval of eradicating social injustice, our protest 
notes and other actions indicate quite clearly that we disapprove of 
the means necessary to carry out such a revolution. 

Our policies toward Cuba have to take into account the personality 
of Dr. Fidel Castro, certainly the most dynamic Latin American figure 
in this century. If the State Department thinks Dr. Castro is a Com- 
munist, certainly its attitude toward Cuba will be greatly influenced 
by this appraisal. In my opinion, Castro is not a Communist in the 
sense that he has a Party ecard or is even subservient to Kremlin 
orders. He is a man deeply touched by the ignorance, squalor and 
poverty in which the great majority of the people he loves so deeply 
has had to live. He sacrificed his very comfortable position in Cuban 
society and devoted his life to the ouster of the man who seemed re- 
sponsible for these conditions. Once in power he then turned against 
the system that seemed responsible for the misery of the Cuban people. 
That the system he is substituting in its place is more similar to that 
of Red China’s or Soviet Russia’s is testimony to the success the Com- 
munist nations have had in presenting themselves as examples of rapid 
industrialization and to the failure of Capitalism to give the majority 
of Cubans anything more than a dirt floor, an outdoor privy, and a 
poor diet. That the great strides in economic development in the Com- 
munist world have been bought at a great cost in political liberty seems 
to be of minor concern to the triumvirate of the Revolutionary gov- 
ernment. But before we get too angry at this, let us remember that 
the man we used to back in Cuba was scarcely an apostle of civil 
liberty. 

The new régime in Cuba has made great advances in the building 
of new schools (more than in all the previous history of the republic), 
in the diversification of agriculture (to alleviate the 9-month unem- 
ployment of the cane workers every year), in public health and in 
other welfare programs. Serious mistakes have of course been made as 
is bound to happen when inexperienced people suddenly find them- 
selves running a giant oil refinery or sugar mill. Dedication and zeal 
are poor substitutes for knowledge and experience, yet the new régime 
has one other great advantage: its lack of corruption. Castro has an- 
nounced that the first one in his government convicted of graft will 
be put before a firing squad. Not even the régime’s bitterest enemies 
have been able to make serious charges of corruption in the Revolu- 
tionary government. This drying up of the flow of public funds into 
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private pockets (in which millions were stolen from the Cuban people) 
should go a long way in compensating for the money now being wasted 
through honest error. 

Fidel Castro’s brother Rail and Major Guevara both stand well 
to the Left of the ‘‘Maximum Leader.’’ Rail has been greatly im- 
pressed by Communism (and many pro-Fidel elements concede that 
Brother Ratl is a Communist), while Ché Guevara was formely con- 
nected with the Arbenz régime in Guatemala and is thought by some 
to be a Communist of the international variety. Should something 
happen to remove Castro from the scene and should the leadership 
of the Revolution come into the hands of the remaining two members 
of the triumvirate, the Revolution would likely veer sharply to the Left. 

This, in short, seems to be the impact of the Revolution on US 
foreign policy. On the political side, we are moving against the last 
remaining dictator in Latin America (besides Castro). And Latin 
American affairs are being upgraded to a position of major impor- 
tanee in American foreign policy. To appreciate this one need only 
contrast Secretary of State Herter’s recent protracted stay in San José 
at a time when the Congo crisis was in full swing with former Secre- 
tary Dulles’ stopping in on the Caracas conference in 1954 just long 
enough to ram through a resolution aimed at the Leftist government 
of Guatemala before he flew off to more fertile fields. On the econ- 
omic level we have the beginning of what must, in the interest of the 
Free world, develop into a massive Marshall Plan for the Latin Amer- 
ican countries. It is not necessary that we carry this entire burden 
ourselves. Now is the time for us to turn to Japan and to the prosper- 
ing countries of Western Europe, countries which were rebuilt by 
American aid, and work out with them a massive aid program to 
which they may contribute a part of their production to help raise 
the living standards of others just as we helped them. The aid need 
not be limited to Latin America. The Free World united in working 
to raise its living standards will give us that sense of positive purpose 
and dedication that we do not derive from the necessary, though es- 
sentially negative, program of banding together in military alliance 
to halt the spread of Communism. 
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‘‘The proximity of the United States forms a constant and a seri- 
ous problem to Canadians. Comparatively weak in numbers, limited 
in present wealth, of secondary importance in world affairs, Canada 
cannot escape the inevitable comparison with her colossal, wealthy, 
and potent neighbor. Americans, on the other hand, are seldom re- 
minded of the existence of their northern kinsmen.’’ These words pre- 
faced a study of United States-Canadian relations published in 1929. 
They might have been written at any time in Canada’s history. Much 
like the United States in standard of living, speech, tastes, polity, and 
culture, Canadians have nourished through a century the twin pas- 
sions to be different and to be known. Now, as in the past, these at- 
titudes shape the political manifestations of the economic relations be- 
tween the United States and Canada. 

In the last three or four years Canadian attitudes toward the 
United States have seemed to turn sour. The dominance of American 
business enterprises in the Canadian market and the vagaries of 
American foreign trade policy have become standard villains on the 
Canadian scene. To nearly everyone’s surprise, in 1958 the national 
government fell into the hands of John Diefenbaker’s Progressive Con- 
servatives on a platform colored by pervasive, if low-voltage, anti- 
United States sentiment. The ill-wind of discontent penetrated the 
hallways of Washington. President Eisenhower went to Ottawa on a 
tour aptly headlined by The Economist, ‘‘The mountain arrives.’’ Many 
lesser officials have followed in his wake. Practically none of the re- 
cent economic issues between the United States and Canada have been 
settled, however, and the Canadian complaints still ring out. What 
these complaints are, how they relate to the realities of United States- 
Canadian economic relations, and what chances America has of al- 
leviating them remain matters of concern. 
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I 


The first major sort of Canadian complaint surrounds American 
ownership of large portions of Canadian industry, especially its most 
dynamic manufacturing and natural-resource sectors. The facts, to say 
the least, are startling. At the end of 1954 45 percent of Canadian 
manufacturing investment was controlled in the United States, as was 
57 percent of mining, smelting, and petroleum exploration and de- 
velopment. A heavy inflow of United States capital into Canada has 
been steadily increasing these figures. In 1939 they stood at only 32 
and 38 percent respectively. The prospects are for a continued in- 
erease, even though the dependence of the whole Canadian economy 
on capital from all foreign sources seems to be declining. Significant 
numbers of Canadians see this inflow of American equity funds as 
a Trojan horse. The capital is drawn within the walls for its stimulus 
to economic growth even though it contains a marauding band of evil 
consequences. Foreign-controlled firms allegedly come to Canada to ex- 
ploit the country’s natural resources for foreign processing rather than 
to develop a balanced Canadian manufacturing sector. Their parent 
companies force subsidiaries to purchase inputs from foreign rather 
than Canadian suppliers and to stay out of export markets where the 
parent can handle the order. Canadian investors cannot purchase se- 
eurities of wholly-owned subsidiaries except by buying into the for- 
eign parent company. Ambitious young Canadian scientists and ex- 
ecutives must go to the United States to further their careers. Sub- 
sidiaries of foreign firms are suspected of being bad citizens who fail 
to ante up when the Canadian charity hat is passed. Most vivid of all 
are the fears that the business policies of Canadian subsidiaries can 
be influenced by United States government policies affecting the par- 
ent. An atrocity story now classic in Canada is Ford of Canada’s re- 
fusal a few years ago of an order for trucks from Communist China, 
an order which would have been illegal for the United States parent 
to accept though it was not contrary to Canadian policy. 

Canadians’ second major complaint, an older one, is about United 
States tariff and other foreign trade policies that affect Canadian 
trade and economic development. The basic structure of the American 
tariff typically admits non-agricultural raw materials duty free but 
imposes stiff penalties on imported manufactured goods. Since the 
great bulk of Canada’s exports to the United States are either raw 
materials or duty free manufactures, Canadians suspect that the tariff 
has a lot to do with restricting Canadian manufacturing to the high- 
cost small production runs warranted by the domestic market.! Many 


1 John H. Young, Canadian Commercial Policy (Ottawa: Queen’s Printer, 1957), 
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American trade policies bother the Canadians besides the tariff itself. 
Import quotas were established for lead and zine moving into the 
United States, and the fact that the quota allocations were biased in 
favor of older suppliers such as Canada was only modest comfort. 
United States wheat price supports and the export subsidy program 
for wheat are a constant annoyance to Canadian farm interests, which 
have a government marketing arrangement but no US-style price sup- 
ports. In the years 1954 through 1956 various export subsidy devices 
succeeded in boosting the United States’ share of world wheat exports 
from 25 to 34 percent while the Canadian share sagged from 33 to 
29 percent. With the United States having no luck at running wheat 
into non-commercial channels and with North American inventories at 
fantastic levels, the wheat marketing problem is nowhere near solu- 
tion.? The development and sale of Canadian crude petroleum and 
natural gas have run into some difficulties with United States import 
control machinery. Canadian crude oil sales have suffered indirectly 
from United States efforts at curbing petroleum imports. The present 
mandatory import quota system was amended to exempt Canadian 
erude oil moving overland, but official efforts at keeping out imports 
through friendly little arrangements between Washington and the large 
integrated companies have had significant effects.* Finally, Canadian 
exports of natural gas have lagged due to mutual fumbling by the 
Federal Power Commission and various Canadian authorities con- 
trolling the right to export this resource.* 


II 


Are these Canadian fears of economic subversion warranted? This 
is no place for a comprehensive answer, but a brief analysis helps to 
show what is at stake. Most Canadian charges of wrong-doing by for- 
eign subsidiaries are supported by a few examples, but there is no 
knowing how significant the unwanted practices are in their over-all 
effect. It helps to note that many of the alleged un-Canadian activities 
of American-controlled firms are inconsistent with the usual business 


2 Irving Brecher and S. S. Reisman, Canada-United States Economic Relations (Ot- 
tawa: Queen's Printer, 1957), chap. 11. See also W. E. Hamilton and W. M. Drum- 
mond, Wheat Surpluses and Their Impact on Canada-United States Relations (Wash- 
ington: Canadian-American Committee sponsored by National Planning Association, 
1959). 


3 John Davis, Oil and Canada-United States Relations (Washington: Canadian- 
American Committee sponsored by National Planning Association, 1959). 


4 Hugh G. J. Aitken, ‘The Midwestern Case,” Canadian Journal of Economics 
ana Political Science, XXV (May, 1959), 129-143. 
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motive of profit maximization.’ Why should an American firm ex- 
tracting raw materials in Canada send them to the United States for 
processing and manufacture if this could be done more cheaply in 
Canada? Except for the influence of short-run excess capacity in ex- 
isting plant facilities such decisions on locating business activities pre- 
sumably reflect a desire to produce at the lowest cost rather than any 
non-economic attraction to one country or another. Processing and man- 
ufacturing would settle in Canada insofar as economically warranted. 
Again, why should American parent firms deny their Canadian sub- 
sidiaries a chance to seek export markets outside of North America? 
Presumably the integrated firm would maximize its profits by serv- 
ing each foreign market from its various plants, American and Cana- 
dian, in a way to minimize the cost of producing any given output. 
Confining a Canadian subsidiary to the Canadian market if it could 
profitably sell abroad would cut the company’s total net returns. This 
sort of argument can be developed to cover many other business deci- 
sions. The conclusion is often, though not always, that the Canadian 
subsidiary of an American firm will not behave differently from a 
native Canadian enterprise in the same situation if both are trying 
to maximize profits. 

These a priori arguments undermine Canada’s complaints about for- 
eign ownership of Canadian industry but certainly do not dispose of 
them. They suggest that foreign control of Canadian enterprises is 
likely to harm Canadian welfare only where freedom from competitive 
pressures lets the firm act in unprofitable ways or, alternatively, where 
foreign government policies force it to act in unprofitable ways. But 
these, alas, are hardly rare situations. Many Canadian subsidiaries, and 
surely most of the large and conspicuous ones, face relatively few busi- 
ness rivals in the Canadian market. They can afford to act in ways 
that are both inefficient and un-Canadian, if the spirit moves them. 
Even more bothersome are the effects United States government policy 
can have on Canadian business through its impact on the parents of 
Canadian subsidiaries. Here the examples are numerous and important, 
such as the unwillingness of the integrated oil companies controlling 
most of Western Canada’s petroleum production to take a cut in well- 
head prices that would push Canadian oil further into North Amer- 
ican markets because such action could run afoul of US government 
import curbs.* Canadians fear these interferences by United States 
policy not just as periodic annoyances. Even the possibility that they 
ean occur is felt to cut into Canadian sovereignty, and many see this 


5 Brecher and Reisman, chap. 8. 


6 Hugh G. J. Aitken et al., The American Economic Impact on Canada (Durham, 
N.C.: Duke University Press, 1959), pp. 25-27. 
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as the strongest argument for curbing the inflow of American equity 
capital.’ 

If Canadians wish to restrict the American threat to their sover- 
eignty or otherwise reform the conduct of foreign-controlled firms, the 
power lies in their hands. It would not take too talented an economist 
to figure gimmicks for bringing about these things. But the same econ- 
omist should also be able to point out that some real costs would be 
involved. Any public action by Canada to force businesses to act in 
inefficient (that is, cost-increasing) ways tends to cut Canadian real 
income. Any action stemming the inflow of foreign capital and the 
technology that often comes with it would slow the Canadian rate of 
economic growth. And any really effective remedies for the ills Cana- 
dians see in foreign control of Canadian business would bring at least 
one of these unwanted results. 

In the United States tariff structure which welcomes imports of 
raw materials but frowns on manufactured goods the Canadians have 
found something which costs them pride and income at the same time. 
What would happen to Canadian economic development if North Amer- 
ica were a gigantic free trade area? Canadians rightly believe that 
some of their home manufacturing industries would claim a larger 
share of the continental market. The experience of Canada’s produc- 
ers of farm implements, which enter the United States market without 
duty, is one of many bits of proof that some Canadian manufactures 
could survive international competition handily. Yet this argument 
usually gets overworked in Canadian politics. A generation of Cana- 
dian economists has proclaimed that Canada is part of an integrated 
North American economy in which its trading advantage lies chiefly 
in exporting raw materials and goods whose primary materials re- 
quire relatively little processing. It is this fact rather than the Amer- 
ican tariff that is principally responsible for the lack of what Cana- 
dians call a ‘‘balanced economy.’’ This same cohesive North American 
economy largely condemns Canada to having the same business cycle 
and general price level changes which the United States does although 
the view often appears that something should be done about these 
matters. 

In short, the currently warm issues in United States-Canadian 
economic relations are not an easy bag to deal with. Some rest on econ- 
omic evils that are more imagined than real. Some rest on conditions 
that are real enough but can be cured only at a stiff price. Still others 
rest on basic traits of the North Amercan economy that are beyond 
the control of public policy. 


7 See Irving Brecher, “The Flow of United States Investment Funds into Canada 
Since World War II,” in Aitken et al., pp. 121-126. 
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III 


So much for the significance of the current economic controversies 
between the United States and Canada. Deciding how United States 
policy should handle these issues requires more than knowing what 
the issues mean. It also requires knowing who sees these issues as is- 
sues. The economic controversies between the United States and Cana- 
da are poor hunting ground for any Marxist nosing about for a class 
struggle. The Canadians most grieved over enslavement by American 
Big Business can be found within a stone’s throw of Toronto’s equiva- 
lent of Wall Street. And few Canadian newspapers print more hard- 
breathing prose damning American domination than the Financial Post, 
a weekly oracle of Canadian business and finance. By contrast, the 
general public in the Canadian cities most completely dominated by 
subsidiaries of American firms feels at ease with the great southern 
neighbor except for the standard view that Americans do not know 
enough about Canada.® 

Thus the specific complaints about United States firms siphoning 
profits out of Canada are not over the siphoning but over the siphon- 
ing out. This becomes distressingly clear in the report of Canada’s re- 
cent Royal Commission on Canada’s Economie Prospects. Here an in- 
fluential public body recommended that the larger Canadian subsidi- 
aries sell a 20 or 25 percent interest in their common stock to Cana- 
dians and mend other of their ways lest unspecified ‘‘actions of an 
extreme kind’’ be taken ‘‘at some future time.’’ Transfer of a one- 
fourth equity interest to Canadians would not give them control, only 
a slice of the loot. A reviewer declared with some justice that ‘‘it is dif- 
ficult to see in the Commission’s argument anything more than another 
attempt to blackmail successful alien risk-takers into paying tribute 
to unenterprising but powerful local capitalists as the price for con- 
trolling the mob.’ 

However, it would be a serious mistake for American policy to 
assume that anti-American sentiment in Canada is narrowly based, 
even if this is true of most of the specific pleas for relief. This can be 
seen in the striking changes which the 1957 and 1958 national elections 
revealed in the Canadian political structure. The Liberal Party, which 
then saw an end to more than two decades of power, had been pro- 
American not only from conviction but also from long-standing habit. 


8 William H. Hessler, “Canada’s Case of the American Jitters,’ The Reporter, 
February 19, 1959, pp. 18-21. 


® Royal Commission on Canada’s Economic Prospects, Preliminary Report, Decem- 
ber, 1956, p. 90; Harry G. Johnson, “Canada’s Economic Prospects,” Canadian Journal 
of Economics and Political Science, XXIV (February, 1958), 108. 
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Being pro-American has always been the Canadian’s way of being un- 
British. On this platform the Liberals had historically held the support 
of such divergent groups as western farmers and French Canadians 
who had little common interest in more specific issues. The decisive 
1958 Progressive Conservative victory came from a failure of the his- 
toric Liberal compromise. More important, the failure is probably not 
a temporary thing. For the first time in Canadian history the majority 
party won victories in nearly every province rather than depending on 
a regional hard core of support. The eloquent Diefenbaker was able to 
ride on a ‘‘nationalization’’ of Canadian politics which for the first 
time made an election swing on a single set of issues affecting voters 
across the land, rather than on a batch of sectional issues. The voters’ 
response to the Conservatives was a positive one, lacking the ear- 
marks of compromise always seen in past Liberal triumphs. Finally, 
although the nationalistic appeal of the Diefenbaker campaign had 
ample precedent in Canadian political history, this was the first time 
nationalism had not been significantly coupled with a show of pro- 
British sentiment.’® In short, an effective nationalist sentiment backs 
the present Canadian government in whatever complaints it chooses to 
press concerning United States-Canadian economic relations. 

Against this background it is almost a surprise that the Diefen- 
baker government has demanded as few changes as it has. There were 
brave statements in the beginning about reallocating a significant frac- 
tion of Canada’s foreign trade away from the United States to Great 
Britain. These, however, have led to little action besides dispatching a 
few listless trade missions. Some sensible steps have been taken to im- 
prove the public treatment of domestic businesses relative to foreign- 
controlled firms, but most of these moves have done no more than 
eliminate.advantages which the foreign firms once had over home- 
grown rivals. There is no question that if Canada wished she could go 
much further in stemming the inflow of American equity capital and 
compelling the Canadianization of firms presently controlled abroad. 
Nearly all Canadians, however, view these solutions as drastic, and 
the Canadian government has approached the underlying problems 
mainly in a way well known in the United States — appointing more 
committees. At the time of the Eisenhower visit to Ottawa in 1958, 
Diefenbaker was reported to be seeking more study groups and more 
frequent consultation and more definite co-operation through the exist- 
ing Cabinet-level joint committees on defense and economic problems. 
He also urged a new joint committee of the United States Congress 


10 For an excellent analysis of these changes see Dennis Wrong, “‘Politics and 
Voting in Canada, A Backward and Forward Glance in the Light of the Last Election,” 
Political Science Quarterly, LX XIII (September, 1958), 397-412. 
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and the Canadian Parliament.’! Viewed in one way the Canadian gov- 
ernment’s policy can claim the virtues of admirable restraint. But it 
has the more questionable virtue of keeping the issues alive without 
formally deciding whether or not to take the available corrective 
actions. 


IV 


Frictions between the United States and Canada have built up to 
the point where some Canadians are threatening to carry a big stick, 
even if not indicating in just what direction they would wave it. The 
American government, if not the American people, has already been 
impressed with the need for more adequate pacifying efforts. Yet it is 
not clear that enough has been done or promised. Both the need for 
better relations with Canada and possible ways of winning them need 
to be examined. 

Canada’s proximity to the United States and near-identification 
with us tends strongly to produce the illusion that Canada will tag 
along without anybody paying much attention. Jacob Viner has un- 
covered the interesting information that there are 577 American mis- 
sionaries in Canada but only 120 Foreign Service personnel. However, 
America has many vital interests in Canada of non-spiritual sorts. 
Some of these are obvious. Canada furnishes more United States im- 
ports and takes more exports than any other single country. Canada 
stands between the US and USSR on what is commonly seen as the 
likely route of attack in case of a major war. Hence the coordinating 
of US-Canadian defense efforts and the maintaining and modernizing 
of northern defense facilities —the DEW line and the new SAGE- 
Bomare project (ground-to-air defensive missiles under semi-automatic 
control) —may be a matter essential to survival.'* Since Canada bears 
one-third of the heavy cost of these installations, the time seems unripe 
for making it any harder for Canadian leaders to sell their citizens 
on these joint arrangements which tend strongly to take major mili- 
tary decisions out of Canadian hands.'* 

Still another reason for using care in maintaining good US-Ca- 
nadian relations is less tangible but equally important. Canada has 
for decades been something of an economic appendage of the United 
States. Now to a much greater extent she is a military dependency. 


11 “Co-operating with Canada,” The Economist, July 12, 1958, p. 126. 
12 “Canada’s Defence Perplexities,” The Economist, March 28, 1959, pp. 1186-1187. 


18 Speech by Prime Minister Diefenbaker, “Canada-US Defense Relations,” in De- 
partment of External Affairs, Canadian Weekly Bulletin, June 17, 1959, pp. 1-2. See 
also Jacob Viner, Canada and Its Giant Neighbor (Ottawa: Carleton University, 1958), 
p. 34. 
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If the United States seriously wished to use its diplomatic and economic 
bargaining power to exploit Canada, this could readily be done. But 
Canada’s position is widely understood throughout the world. The 
treatment by her giant neighbor is viewed as a test of American good 
will by nations that are neither geographically nor politically under 
America’s thumb. ‘‘Canada is the world’s hostage of American good 
intentions.’’!4 Furthermore, Canada has long filled a useful place in 
American diplomacy as a middleman between the United States and 
the rest of the world. Historically, Canadians interpreted the relations 
via the ‘‘hinge’’ theory. Canada served as a hinge between the United 
States and the United Kingdom, understanding both and speaking to 
both. Now the substance though not the nature of Canada’s role has 
changed. Her position is not that of a middleman but rather the 
closest ally of the dominant United States, of but not in the giant of 
the Western Alliance. This position, which Lester Pearson used so 
skillfully, has allowed Canada to play a mediating and balancing réle 
in international affairs much in the interest of the United States but 
not open to America directly because of our very dominant position 
and the tumultuous echoes our words necessarily set off.15 Canada can 
take this part only when the issues dividing her from the United States 
are reasonably under control. 

How can the United States go about maintaining better relations 
with Canada in the light of Canadian fears of economic dominance? 
The possibilities unhappily are not numerous. Many of the current 
issues in United States-Canadian economic relations deal not with 
American government policy at all but with the business policies of 
the Canadian subsidiaries of US corporate giants. The great bulk 
of these business policies are not directly regulated by the American 
government. And it is most unlikely that this would be done at Ca- 
nadian urging. Here the Canadians are on their own. Actually, they 
are having some success at winning concessions from American busi- 
nesses large and profitable enough to indulge in business statesman- 
ship — the ones which draw attention north of the border. Numerous 
companies have established special product design and research facili- 
ties to serve the Canadian market. Many have made it a definite policy 
to pick Canadian recruits for top leadership posts in Canadian sub- 
sidiaries. A few US corporate giants have made stock in their Ca- 
nadian subsidiaries available to Canadian investors.'* These changes 


14 Tom Kent, “The Changing Place of Canada,” Foreign Affairs, XXV (July, 
1957), 590. 

15 See Kent, pp. 588-589. 

16 See “U.S, Business in Canadian Garb,” Business Week, August 8, 1959, pp. 


50-56; John Porter, ‘Economic Elite and the Social Structure in Canada,” Canadian 
Journal of Economics and Political Science, XXIII (August. 1957), 376-394. 
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are doubtless for the good, though they surely have not gone far enough 
to still Canadian dissatisfaction. However, about this there is nothing 
the United States collectively could or should do. In the broadest sense, 
America’s economic dominance over Canada is unplanned. Canada is 
growing less vulnerable to the vicissitudes of US economic life, to the 
turns of the US business cycle’? and the whims of particular US firms. 
But every day the number of ways in which the Canadian economy 
ean be influenced by its giant neighbor grows. This happens as the 
two countries do more and more of their international trading with 
each other, as a continental energy grid creeps across North America, 
and as common defense arrangements link their military hardware 
industries together. Hence the pangs of economic subservience felt by 
Canadians are not likely to disappear, and for many reasons the com- 
plaints about the invasion of United States firms and capital will 
probably grow rather than recede. As was mentioned earlier, if Canada 
is willing to take the sacrifice of national income that would in most 
eases result, then there clearly are ways in which foreign economic 
influence can be reduced. Rather than decide whether or not to take 
this route, the Canadian government has tended just to voice its dis- 
content and thereby shift the burden of responsibility. The blame can 
be put on the moral wantonness of the United States or the chauvinism 
of its firms for conditions that Ottawa alone could alter. Consciously 
or not, the government seeks to transfer responsibility for protecting 
Canadian interests from the halls of Parliament to the board rooms of 
American and Canadian corporations. Whether American officials 
should adopt a ‘‘put up or shut up”’ attitude or politely ignore the 
whole issue is hard to say. It is sure, though, that no other course is 
open. 

There are, however, some things which United States policy could 
achieve directly to better US-Canadian economic relations. We cer- 
tainly should avoid the sort of stupid mistakes made in the past that 
have created terrible impressions without protecting any essential 
United States interests. One such case is the ‘‘chop suey’’ incident of 
1959. In the Pacific Northwest, Canadian transcontinental trucks 
normally swing down to US highways to avoid indirect and unpaved 
Canadian roads. American border officials turned back trucks carry- 
ing in bond cargoes of shrimp and other foods from Communist China 
destined for Chinese restaurants in eastern Canada. There was no ques- 
tion of sale within the United States. Canadian officials protested that 
the action violated US commitments under the General Agreement on 
Tariffs and Trade. To the wry amusement of the Canadians, the Unit- 


17 G. Rosenbluth, “‘Changes in Canadian Sensitivity to United States Business Fluc- 
tuations,” Canadian Journal of Economics and Political Science, XXIII (November, 
1957), 480-503; Brecher and Reisman, of. cit., 72-75. 
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ed States responded that this exercise of restrictions on trade with 
Communist China involved essential security interests. Besides avoid- 
ing such absurdities as this, we could do more in the way of good faith 
negotiation and conciliation in the existing joint agencies between the 
two countries. In some cases, specifically, the International Joint Com- 
mission in its negotiations over the development of Columbia River 
waters, these have been a bit short in the past. Willing participation 
in such co-ordinating groups as the Joint United States-Canadian Com- 
mittee on Trade and Economie Affairs seems to help even if its press 
releases suggest that it provides mainly a forum for transmitting 
grievances and a cheering section for the two countries’ joint economic 
achievements.!® 

A great difficulty exists for the United States in going beyond 
these efforts to make more effective diplomatic amends to Canada. 
This is because of the very economic interdependence of the two coun- 
tries. Decisions made in the United States that limit Canada’s trade 
or otherwise affect her economic welfare typically do not come as ma- 
ture reflections of American foreign policy but rather as by-products 
of decisions of other public bodies charged with no direct concern for 
international diplomacy. This is clearly true of the Tariff Commission, 
but the problem goes much further. An example is the Federal Power 
Commission decision barring a major proposal for export of Canadian 
natural gas into the central United States. The FPC has as one of its 
statutory goals assuring a reliable supply of gas to American customers. 
Since the Canadians had set a policy of allowing exports only as long 
as adequate domestic supplies were assured, the Commission acted 
logically in refusing to permit dependence on Canadian gas without 
stronger promises of a long-term supply. 

Economic regulation in the American economy stems from a large 
group of executive agencies plus the general pattern laid down by 
Congress. Each of these operates on its own standards of ‘‘publie con- 
venience and necessity,’’ to use the phrase from the regulatory statutes. 
None considers itself directly responsible for foreign policy. Yet eco- 
nomie relations with Canada, far more than those with any other coun- 
try, are set by the deliberations of these agencies. The US Chief Execu- 
tive can exert many brands of moral suasion to force these bodies into 
a broader view in particular cases. But such pressures operate under 
the counter and by their nature can be used only sporadically without 
exhausting bargaining power that must serve for other purposes as well. 
The Diefenbaker proposals for more consultation between members 
of the United States Congress and the Canadian Parliament reflects 


18 “U§-Canadian Economic Committee Concludes Talks at Washington,” Depart- 
ment of State Bulletin, XLII (March 7, 1960), pp. 365-367; Canadian Weekly Bulletin, 
March 25, 1959, pp. 3-4. 
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an understanding that it is Congressional service to local interests, not 
executive malice, that creates most of the trouble. However, contact 
between legislators of the two countries could play only a minor edu- 
cational réle at best. The only real answer is for the Administration 
to upgrade the goal of maintaining amiable relations with Canada and 
show a better batting average at holding Congress and the executive 
decision-making agencies to this line. 

Of course certain more substantial US reforms would go further 
in smoothing economie relations with Canada. An overhaul of our 
programs for subsidizing American agricultural exports would be 
warmly welcomed, as Canada probably resents these more than does 
any other country. The continuation of our trade liberalization pro- 
grams would help considerably, especially if there could be less saber- 
rattling with the escape-clause and peril-point machinery. Canada has 
been affected little by these, but they make Canadians as nervous as 
they do most countries with which the United States trades. Alas, any 
corrective moves in these directions face well-known political difficul- 
ties just as surely as any significant measures for cutting US-Canadian 
economic interdependence clash harshly with economic reality. For- 
tunately the Canadians almost always take reasonable views about tilt- 
ing with economic and political windmills. The realm of the possible 
for improving US-Canadian economic relations seems to include mainly 
efforts at closer cooperation and more considerateness on the part of 
the United States. If this is about all that Canadians reasonably expect, 
it would be a pity if it cannot be provided. 
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Contributors to the Book Review section are members of the editorial 
staff of the JOURNAL OF INTERNATIONAL AFFAIRS and graduate 
students of Columbia University. The books reviewed are selected on 
the basis of their general interest and importance to the study of inter- 
national affairs. 


LATIN AMERICAN POLITICS. By William S. Stokes. (New York: Thomas Y. Crowell), 
538 pp. $6.50. 


Although his chapters are unified by the common theme of the development of 
democracy in Latin America, Professor Stokes has examined more Latin American pol- 
itical and social institutions than his title would suggest. He analyzes first the relatively 
rigid social class system which hinders the formation of popular governments. Equally 
as rigid is the family structure which the author feels is partially responsible for pop- 
ular acceptance of authoritarian regimes. The educational system is then examined and 
it is noted that widespread mass education has not yet been achieved. A short chapter 
discusses the role of the Church and points out both the reluctance of some of the clergy 
to accept change and the role of others in repudiating Communism and fostering the 
moral values necessary for democracy. The army is the final institution to. be studied, 
after which the author discusses popular economic theories and concludes that the pat- 
tern of both private enterprise and government participation in the economy indicates 
that the nations of Latin America will be neither completely capitalist nor socialist. 
Land use, industry, labor, and political theories are discussed in general terms. Profes- 
sor Stokes then illustrates with specific examples the omnipotence of executive power 
and the consequent subservience of the legislatures, various constitutional and judicial 
systems, and the struggle between centralism and federalism. 

Intended to provide the reader with an introduction to some of the problems that 
Latin Americans must overcome in their efforts to build freer, more productive societies, 
Latin American Politics succeeds in identifying several areas of difficulty. Detailed bib- 
liographies at the end of each chapter emphasize and render more useful the introduc- 
tory nature of the work. The fault of the book is that the author seems to expect that 
eventually constitutional systems like that of the United States will evolve in Latin 
America and each nation is judged on how closely it has approximated that assumed goal. 
Yet the author has made it clear that Latin Americans are developing economic and 
political institutions which are unique to their region. The need to generalize about 
Latin America as a whole weakens many of the author's statements, and because he has 
attempted to cover broad institutions in one chapter, accuracy has been sacrificed for 
the sake of brevity. The book is recommended as an introduction to the subject matter 
and as an excellent bibliographical source. 

Victor Hopkins 





188 JOURNAL OF INTERNATIONAL AFFAIRS 


MEXICO IN TRANSITION. By Robert E. Scott. (Urbana: University of Illinois Press), 
333 pp. $5.75. 


Mexico in Transition, as the title suggests, is a study of the political institutions 
of Mexico and their development and evolution since the Revolution of 1910. The 
author uses a so-called “generalizing approach” that relates political phenomena to 
general social, cultural and physical conditions. This volume thus becomes useful in any 
comparative study of political institutions. 

The “transition” to which the author refers is the transtion from a non-Western 
to a Western type government where the policy-making process is not controlled by 
single class or status groups but by “a relatively large number of specialized and 
bureaucratized associational type, functional interest groups.” Although the process of 
transition has by no means been completed — (it is ‘expected to evolve in time”) — the 
author finds sufficient evidence in the present Mexican political structure to warrant 
Mexico’s classification as a Western-type democratic government. The criteria used to 
distinguish between non-Western and Western governments include 1) the rate af re- 
cruitment into political activity; 2) degree of consensus concerning the legislative forms 
of government; 3) nature of executive leadership; 4) degree of integration of active 
participants and 5) the nature of specific governmental roles. 

The author briefly considers the geographical and social setting, the Mexican people 
and the Revolution before presenting a detailed and up-to-date analysis of the develop- 
ment of Mexico’s dominant political party, the Revolutionary Party (PNR), the party 
system, the electoral process and the role of the executive. Emphasis is placed on the 
executive (or the presidency) rather than the legislative body because effective political 
control rests in this centralized authority; the president is the strongest single political 
leader and “the key to the whole process of decision-making.” 

This book may be especially recommended for its coverage of the party system 
and the presidency. The style often seems overly academic. However, this style of writing 
may be justified in a scholarly analysis which seeks to attract the seasoned social scien- 
tist and serious student. 


Maria Jacobsen 
— IN TIBET. By Frank Moraes. (New York: The MacMillan Company), 223 pp. 
3.95. 


The disturbing fact that the United States cannot claim even six recognized author- 
ities on Communist China attests to the pressing need for dispassionate, scholarly re- 
search on Mainland developments since 1949. While Frank Moraes’ treatment of Chinese 
activity neither presumes nor reveals such academic standards, his discussion of Tibetan 
upheaval does illumine some dimly understood aspects of current Chinese strategy. 

The immediacy of the book, which stems partly from Mr. Moraes’ interests as an 
Indian citizen and partly from his concern as a journalist, compensates for minor lapses 
of personal judgment which only time can affirm or deny. Of particular interest to 
Western readers are the chapters describing the religious and social life of Tibet, cen- 
tered around the Lamas. The determination with which the Chinese Communists un- 
dermined the bases of Tibetan society in a series of repressive economic and social 
measures serves warning on other Asian nations. Mr. Moraes is at his journalistic best 
in portraying the exodus of the Dalai Lama. But it is his critique of Indian relations 
with China, exemplified in Panch-shila which requires close examination by American 
students. In Mr. Moraes’ view, Chou has blatantly exhibited cynical and opportunistic 
policies toward the countries of Africa and Asia which overly-optimistic leaders like 
Nehru have consistently failed to appreciate. 

- From the vantage of a commentator on world events, Mr. Moraes condemns 
the “pious verbal assurances” which the Indian Prime Minister appears to have adopted 
as a basis for dealings with a potential enemy. Noting the misleading friendliness China 
attempts to display in the settlement of border clashes with her Asian neighbors, Mr. 
Moraes warns that Chou’s understanding of the phrase “‘by peaceful means” has been 
adequately demonstrated in Korea and Tibet. That Chinese duplicity must be recognized 
by New Delhi is the implicit moral in the story of Tibet's “revolution.” 

Linda B. Miller 
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THE UNITED STATES AND LATIN AMERICA. Edited by Herbert L. Matthews. The Amer- 
ican Assembly, Columbia University. 221 pp. $2.00. 


Such recent events in Latin America as the Cuban and Venezuelan revolutions and 
the celebrated Nixon trip have stimulated a new awareness in the United States of 
what has been called the “North-South problem” of relations with this developing 
region. These background papers for the Sixteenth American Assembly held in October, 
1959, provide a good introduction to the subject in a generally readable fashion. Par- 
ticularly worthwhile is Professor Tannenbaum’s thought-provoking appreciation of the 
Latin American milieu. It is rather depressing, though perhaps to be expected, that 
a man with such knowledge and experience of the region is forced to conclude that no 
quick alteration for the better can be foreseen in United States-Latin American relations. 

Somewhat more sanguine is a paper on “Political Change in Latin America’ by 
K. H. Silvert, who, however, does not go very deeply below the surface in his analysis. 
It is sometimes hard to remember that Tannenbaum and Silvert are writing about the 
same region. Dealing with the actual course of diplomatic relations, the editor of the 
papers, H. L. Matthews, provides an excellent description and analysis of the generally 
fumbling character of United States policy towards Latin America in the last ten years. 
His account of the 1954 Guatemala incident is especially noteworthy. 

Undoubtedly the outstanding feature of Latin America today is the broad drive 
towards economic development that is taking place. Professor R. E. Carlson gives ‘The 
Economic Picture” a quick once-over; he is especially good on the controversial issue 
of inflation. Although proper attention is paid to the importance of import substitution, 
it is unfortunate that no mention is made of the current efforts to establish multilateral 
trade arrangements among the Latin American republics. 

The volume is rounded out by a paper on “The Role of the Press and Communica- 
tions” by E. W. Barrett and P. T. Kimball, which is not of the same general interest 
as the other topics dicussed, and a short and useful note on United States recognition 
policy by C. G. Fenwick. A brief ‘Final Report’’ of the Assembly is also included. 


Richard M. Bird 


THE MAY FOURTH MOVEMENT: INTELLECTUAL REVOLUTION IN MODERN CHINA. 
By Chow Tse-tsung. (Cambridge: Harvard University Press), 486 pp. $10.00. 


Among the modern symbols of change perhaps none has been the target of so much 
varied controversy as May 4, 1919. The business of ‘‘saving” their country from the 
imminent dangers of foreign demands and exploitation aroused a complex variety of 
responses from among many elements of Chinese society. The intervening. years have 
tended to confuse the picture further. That the year 1919 was the focal point of a 
momentous political, social, and cultural crisis in modern Chinese history was univer- 
sally affirmed. The interpretations, however, varied dramatically. To the liberal inde- 
pendent, the Renaissance and Enlightenment had finally come to China; to the Na- 
tionalist conservative, the catastrophe of the ‘Five-four Movement” had violated the 
sanctity of China’s ancient heritage, had obliterated ker ‘national essence’; to the 
Chinese Communist Party this date marked the inevitable response of China’s youth 
to the call of Lenin. 

Beginning with the humiliation of the infamous “Twenty-one Demands” of 1915, 
Mr. Chow traces the “precipitating” forces, the interrelated details, and the consequent 
results of his subject. From among the chaos of historical data and political biases, 
Mr. Chow has constructed a work of impressive scholarship. The evidence of wide 
research and careful documentation is abundant. The perspective never wanders far 
from the immediate historical event. Political issues and ideological conflicts are related 
to specific persons and places. Through this comprehensive analysis Mr. Chow suggests 
a reevalution of the social and intellectual forces of modern China. For an objective 
understanding of the problems upon which contemporary China is founded this is an 
important study. As Mr. Chow observes, “Forty years have passed since the beginning 
of the May Fourth Movement . . . The currents set in motion at that time continue 
to dominate the scene; the profound problems raised then remain to be reconsidered 
and solved.” 


William A. Wycoff 
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CHINA: ITS PEOPLE, ITS SOCIETY, ITS CULTURE. By Chang-tu Hu, Samel C. Chu, 
Leslie L. Clark, Jung-pang Lo, and Yuan-Li Wu. Edited by Hsiao Hsia. (New Haven: 
HRAF Press), 61! pp. $10.00. 

Much has been written in the last few years about the Soviet Union, but com- 
paratively little of value about the Communist regime of China. Thus, China: Its Peo- 
ple, Its Society, Its Culture contributes significantly in filling a critical void for the stu- 
dent of world affairs. Basically, this work consists of a series of articles on all impor- 
tant phases of life in modern China. It was prepared by a group of Chinese and 
American scholars as part of a “Survey of World Cultures” sponsored by several large 
American universities. 

The subject is far too broad and varied to be summarized; however, to give a feel 
for the expansive scope, it might be helpful to cite the chapter topics: the culture and 
the society; historical setting; geography and population; ethnic minorities; languages ; 
religion; social organization; family; dynamics of political behavior; theory and struc- 
ture of government; diffusion and control of information; foreign relations; basic fea- 
tures of the economy; organization and use of manpower; financial system; agriculture; 
industry; domestic and foreign trade; public health and welfare, education; science and 
technology; art and intellectual expression; values and patterns of living; and national 
attitudes. In addition, of considerable value is a 45-page bibliography, which is broken 
down according to chapter topics. 

Obviously, with the expansive scope of the work, no particular subject was been 
treated as exhaustively as the specialized student might desire. Nevertheless, the value 
of the work lies in its presentation of the whole picture of China in a most scholarly 
and authoritative form. As a matter of fact, it is surprising that the authors have 
been able to maintain considerable depth of treatment in spite of the scope. 

On a subject which previously has not been noted for its objective treatment, this 
book manages valuable objectivity. It gives an illuminating insight into the accomplish- 
ments and aims of China. It points the spotlight on the critical areas of the giant 
oriental enigma and lets the Western observer make his own evaluations. To the scholar 
this valuable work offers conclusion and continuity. To the more general student it 
offers revelation and understanding on modern China. 


Capt. John J. McCuen 


PAN-TURKISM AND ISLAM IN RUSSIA. By Serge A. Zenkovsky. (Cambridge: Harvard 

University Press), 345 pp. $6.75. 

Professor Zenkovsky’s book on the national awakening of the Turkic peoples of 
the Soviet Union is a major contribution and most timely. He records the history of 
the Turkic nationalist movements from their beginnings, in the nineteenth century, up 
to the 1920's. There are separate chapters on the origins and growth of Kazan Turkic 
(Tatar), Kazakh, Uzbek, Azerbaijani, and Bashkir nationalism. The most interesting 
aspect of the study is focused on the relationship between Islam and Turkic nation- 
alism. His main thesis is that the Turkic national awakening was preceded by a Muslim 
cultural revival in the nineteenth century, and that it was not until the 1920's that 
Turkic nationalism was separated from Islam. “Hence, on the eve of World War I 
and the Russian revolution of 1917, Islam continued to dominate the life and mind of 
Central Asians . . . When and where it was exposed to an open struggle with tradi- 
tionalists, the progressive national movement in Central Asia proved itself too weak to 
overcome the structure and spirit of Central Asian Society. Moreover, the Central 
Asians’ nascent Turkic nationalism was obscured by their hope for reforming and resur- 
recting Islam.” (p. 91) “The only powerful anti-Communist movement among the 
Muslims of the Soviet Union born during the Civil War, the movement of the Bas- 
machis, had little if anything in common with Turkic nationalist aims. The Basmachis 
were fighting rather for the mode of life of their forefathers, for the tribal social order 
and the Islamic faith, and were opposed to the “godless” Communists and the “godless” 
Jadids [Turkic nationalist Communists] alike.” (p. 272) Furthermore, he clearly shows 
that before and during 1917, with the exception of a handful of émigrés residing in 
Turkey and Germany, no Turkic leader in Russia included political independence in 
the national program and that ‘‘no Turkic nationalist party in Russia raised a voice for 
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secession from the Russian state until late spring 1918." (p. 279) The author concludes 
that the Turkic peoples of the Soviet Union were prevented from playing a more de- 
cisive role in the shaping of their own destinies in the Bolshevik revolution of 1917 
because their ideology was in flux and their leadership in the process of formation. 
Caught in a state of transition — a period in which the Muslim cultural heritage was 
slowly giving way to new secular Western patterns — the Russian Turkic world was 
unable to take advantage of the chaos which followed the Bolshevik seizure of power. 
Professor Zenkovsky should have stated clearly that Islam is an integral part of 
Turkic nationalism. For all practical purposes, among the Turkic peoples of the Soviet 
Union — as throughout the Muslin world — religion is still the dividing line between 
people, and a man’s creed determines his political and social status. I feel that the 
author went too far in playing down the role of Turkic nationalism in the Basmachi 
movement. I question the statement that “the massacre in 1914-1916 of one and a 
half million Armenians was largely conditioned by the disire of the Young Turks to 
eliminate the Armenian obstacle which separated Ottoman Turks from the Turks of 
Azerbaijan, and to prepare the way for the territorial unification of the “Oguz,” or 
southeastern group.” (p. 111, the italics are mine!) For the spelling of nationalist so- 
cieties founded in Turkey, modern Turkish usage is preferable. Thus on page 107 Eni 
Lisan, Gench-Kalemlar and Turk Ojak should be Yeni Lisan, Geng Kalember and Turk 
Ocagi respectively. The book has an excellent bibliography. I would have added Tarik 

Z. Tunaya, Tirkiyede Siyasi Partiler, 1859-1952 (Stanbul, 1952). 
Harry J]. Psomiades 


THE COMMUNIST PARTY OF THE SOVIET UNION. By Leonard Schapiro. (New York: 
Random House), 63! pp. $7.50. 


This is the most comprehensive history of the Soviet Communist Party to have ap- 
peared in any language, and qualitatively it remains on the level set by the author's 
earlier book, ‘The Origins of the Communist Autocracy.” Professor Schapiro has drawn 
on several doctoral dissertations written at Oxford and the University of London on 
the early history of the Party, its social composition, etc. and has also been assisted 
by the Research Program on the History of the Communist Party of the Soviet Union 
(at Columbia University), but the opinion may be hazarded that his own approach to 
problems of Soviet and Communist history has been of fundamental importance in 
enabling him to enlist the cooperation of many people, Russian emigrants in particular, 
who possess unique knowledge of some particular event or aspect of a policy. 

As he states in his Preface, he disagrees with the approach to Soviet politics which 
views events “sub specie aeternitatis,” representing them as “part of a continuous pro- 
cess of evolution which was moulded by ineluctable economic and historical forces.” 
He has “as-yet discovered no single instance in which the Party was prepared to risk 
its own survival in power for considerations of doctrine.” In short, he does not con- 
sider the interests of the Party to have always been identical with those of the nation 
and attributes primary importance to the characters and motives of Lenin and Stalin. 

The author's ability and mastery of his subject are plain on every page. Having 
passed the greater part of his life as a practicing lawyer, before accepting a post at the 
University of London in 1955, he has an excellent feel for the daily struggle and 
intrigue which characterizes any group of rulers, as well as for the not always obvious 
motivations of acts which later appear to have been based on quite other considerations. 
His book is hence distinguished by an acute sense of reality and grasp of the essential 
elements of the political process. 

The work itself starts with the late nineteenth century and the controversies among 
the different movements which were seeking a road out of Russia's political and social 
difficulties and carries up to 1958 the history of the solution which was adopted. In 
addition to the chapters on political events at the center, there are others — which 
often break new ground — on relations between the Party and the government, on 
intellectual life in the Party, the Party and the army, social composition of the Party, 
relations with foreign communist parties, etc. Professor Schapiro has compiled an 
enormous amount of information, and his work will remain standard for years to come. 


Harris L. Coulter 
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THE SOVIET DICTATORSHIP. By Herbert McClosky and John E. Turner. (New York: 
McGraw-Hill, pp. 657. $10.95. 


The Soviet Dictatorship, is essentially a textbook on the political and governmental 
institutions of Soviet Russia. Even though it appears in a field which is already occupied 
by a number of highly competent works, it should rank among the best. It gives a broad 
and very thorough foundation of knowledge on the development and present structure 
of the great Communist regime which faces the free world. The effective use of inter- 
esting illustrative examples brings the salient characteristic of the dictatorship into sharp 
relieve. For a textbook, the clarity and ease of style are noteworthy. 

Recently, there have been in texts on Russia a critical time gap covering the 
period since Stalin’s death. Since that time, there have been significant developments 
within the regime and the society. This work essentially closes the gap, bringing in 
events current to the summer of 1959. gives an effective picture of current economic 
control mechnisms such as the Regional Economic Council and of the new incentive 
system in the collective farms. The Khrushchev “reforms” are brought into perspective. 

It can hardly be said that McClosky and Turner have really brought any new light 
onto understanding of the Soviet system. This was undoubtedly not their purpose. 
Certainly, their assessment of the system conforms to that held by major scholars in 
the field. They emphasize the view that the Communist oligarchy follows strains in its 
development that reach deep into Russia’s past. They conclude that there is “little 
prospect that the Soviet dictatorship will, under present conditions, be significantly 
altered, much less that it will become democratic.” On this base they have provided 
educational institutions and the students of world affairs with a highly competent text, 
well written and interesting. 


John J. McCuen 


THE SOVIET BLOC. By Zbigniew K. Brzezinski. (Cambridge: Harvard University Press), 
467 pp. $7.75. 


Mr. Brzezinski’s study is one of the few outstanding scholarly analyses of the 
international relations of the East European satellites. In the first half of the book 
the author describes the emergence of the Soviet bloc, dividing this period into two 
phases: 1945-47 and 1947-53. The first phase terminates with the creation of the 
Cominform in September, 1947. As one may conclude from this chronology, Mr. Brze- 
zinski concentrates only on the external affairs of the bloc nations, rather than noting 
the end of the phase of the Communist seizure of power in East Europe with the Czech 
coup of February, 1948. The author explores the Soviet objective in East Europe in 
the immediate postwar years. The analysis of the first phase also includes a description 
of the theoretical problems confronted by the formerly isolated Communist power, now 
bordered for the first time by friendly states — the “People’s Democracies.” The prob- 
lems of ‘‘domesticism’” are present from the very establishment of the bloc — problems 
which are later ambiguously pegged as “national Communist” and “Titoism.” The crea- 
tion of the Cominform signaled the end of the period of diversity and the beginning 
of the second phase: “Stalinism.” 

The years between 1947 and 1953 until the death of the Soviet dictator are marked 
by enforced conformity within the bloc to the USSR’s ideological and institutional 
dictates. The Soviet way, according to Stalin, is the only way. It was during this 
period of Stalinism that the heresy of Tito could not be tolerated. By June, 1948, the 
Gominform had expelled the “deviationist.” 

The second half of Mr. Brzezinski’s study concerns the role of ideology and power 
in Soviet bloc relations. The period between Stalin’s death and the end of 1956 is 
characterized by both ideological and institutional diversity during the struggle for 
power within the Kremlin hierarchy. Malenkov’s “New Course” is suspiciously received 
by the Stalinist leaders in the satellites in the early years of the detente. Brzezinski 
details the Yugoslav situation and the historical misconception underlying Tito’s brief 
reconciliation with Khrushchev. The author contrasts Nagy’s “national Communism” 
of October-November, 1956, with Gomulka’s ‘‘domesticism.” 
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The most recent phase of international relations within the Soviet bloc has been 
described by Khrushchev as being “like a big river with tributaries,” i.e., institutional 
diversity and ideological conformity. Brzenzinski concludes with a brief summary of 
the current problems of the bloc, the extent of diversity possible within a monolithic 
ideological framework, and the interdependent role of ideology and power in intra- 
bloc relations. 

The recent Polish attempts to maintain Gomulkaist domesticism are described in 
excessive detail in comparison to the author's treatment of the bloc as a whole. Also, 
analyses on Communist China would be valuable; it is not considered separately, as are 
Poland, Hungary and Yugoslavia, but the Peking regime is referred to only in con- 
junction with the satellites. 

The Soviet Bloc is a readable, concise examination of the relations among the 
Soviet bloc nations, describing domestic events only as they affect the external rela- 
tions of the Communist states of East Europe. Brzezinski’s authoritative study was 
hailed immediately by scholars as an outstanding contribution to the field. 


Mary C. Mellvaine 


CANADIANS AND FOREIGN POLICY. By Fred Alexander. (Toronto: University of To- 
ronto Press), 160 pp. $3.95. 


On the basis of a three-months study tour of Canada in late 1958 under the 
sponsorship of Canada Council, Professor Fred Alexander, Head of the Department of 
History in the University of Western Australia, has written an amazingly succinct, 
interesting, and — as far as a Canadian reviewer can perceive — valid analysis of 
contemporary Canadian opinion. Mr. Alexander, who visited Canada twenty years ago, 
has discovered that World War II brought a number of basic changes to the Canadian 
scene. He finds, for instance, that Canadians today are not as concerned with the tradi- 
tional conflict between their European sympathies and North American influences as 
they used to be. The conflict today is between an “increasing if sometimes secret ac- 
ceptance of North American realities and a Canadian nationalism which too often is 
highly romanticised.” 

Accordingly, Mr. Alexander's comments reflect at every turn the problems of current 
Canadian-American relations. The economic grievances which Canadians are so quick 
to air against their southern neighbors are minimized by Mr. Alexander. The only 
“significant” complaint, says Mr. Alexander, is the one concerning American dumping 
of wheat in Canada’s foreign markets. He is appalled, however, at the very junior role 
Canada is forced to play in North American defense. The scrapping of the Canadian- 
designed CF-105 ‘“‘Arrow” in 1959, in spite of its superiority over any aircraft the 
United States had in or near production, was due, claims Mr. Alexander, to Wash- 
ington’s unwillingness to “buy Canadian,” even when the purchase of the “Arrow’’ for 
USAF units would have strengthened North American defenses. 

Although Canadians ‘‘tend to concentrate attention on domestic rather than ex- 
ternal affairs,” Mr. Alexander notes the overwhelming suspicion which Canadians have 
of US foreign policies. They feel that US policies are ‘unrealistic, excessively ideol- 
ogical and dangerously emotive,” and they have not forgotten that Americans recently 
allowed themselves “to be stampeded into the excesses of McCarthyism.” However, 
Mr. Alexander correctly points out that this Canadian exasperation is founded in the fact 
that Canada is bound to become involved in the consequences of what the United States 
does whether she likes it or not and without prior consultation or agreement on spe- 
cific issues. 

In domestic Canadian politics, Mr. Alexander feels that the most remarkable de- 
velopment is the apparent emergence of a genuine Labor Party, a party which he suspects 
may replace the Liberal Party as one of the two major parties. He failed to find proper 
concern about this development within the Liberal Party, which, he says, is preoccupied 
with the reorganization of the party machinery while neglecting the ideological fuel 
it needs to function. 

H. Peter Krosby 
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GERMANY REJOINS THE POWERS: MASS OPINION, INTEREST GROUPS, AND 
ELITES IN CONTEMPORARY GERMAN FOREIGN POLICY. By Karl W. Deutsch 
and Lewis J. Edinger. (Stanford: Stanford University Press), 320 pp. $6.50. 


This book is the major contribution to the study of West German foreign policy 
to have appeared in several years. Not since the RAND studies published in 1957 
(Hans Speier and W. Phillips Davison, West German Leadership and Foreign Policy 
and Hans Speier, West German Rearmament and Atomic War) have students had 
access to such a wide-ranging and provocative study. 

We are greatly indebted to Professors Deutsch and Edinger for this book. Not 
only have they analyzed a staggering amount of material which provides clues to some 
of the whys and wherefores of West German foreign policy, but they have also present- 
ed us with a useful methodology for further study. One could hardly expect that the 
authors have exhausted these two subjects: given the depth and breadth of them we 
cannot expect that this could have been done in one book. The authors discuss the 
limitations of their study in a well-written and thoroughly unpretentious preface which 
sends the reader into the main text expecting much less that he finally gets. Bearing 
the preface clearly in mind, the reader emerges with a keen sense of what the authors 
mean when they note that “Germany has seemed to us a reasonable test case for find- 
ing out what some of these methods of research and analysis can do at their present 
stage of development.” Much testing remains to be done, but students will have firm 
shoulders on which to stand as they carry the study further. We should hope that the 
authors will provide us with a further analysis of the materials presented as well as a 
fuller development of the methodology they have outlined. 

The validity of the authors’ approach to the study of foreign policy is illustrated 
in Part II of their book. This section may be treated as a series of detailed studies 
of the influence of the United States on German foreign policy; the negotiations and 
establishment of ECSC; the debates on EDC, NATO and the Paris Agreements; the 
reparations agreement with Israel; German reunification and relations with the Soviet 
Union. The US-oriented pattern of German foreign policy prior to May 1955, West 
German sovereignty and the post-May 1955 independent pattern is presented and an- 
alyzed definitively. An earlier section provides a sound exposition of the institutional 
basis of German foreign policy. 

Concerning the future, the authors conclude that time might well work for the 
West but there is a need for “the great humanitarian and democratic traditions . . . 
alive in Germany today . . . to take root.” A policy based on “strategic association 
and expediency” could augur danger for the future. 

Aurelius Fernandez 


QUAKER WAYS IN FOREIGN POLICY. By Robert O. Byrd. (Toronto: University of 

Toronto Press), 230 pp. $5.00. 

Should the ethic of political conduct in international affairs be identical with that 
of private conduct? Dr. Byrd’s Quaker Ways in Foreign Policy presents a historical 
survey of the development of thoughts and activities of the “peculiar people” who 
have kept answering this question in the affirmative and who with this firm convic- 
tion have been forwarding suggestions to governments about foreign policy ever since 
their revolutionary movement for “winning the right to differ” in 1647. Dr. Byrd 
attempts in this book to “delineate the character, pattern, and development of these 
suggestions” in a descriptive and analytical manner. 

The author clearly describes the essence of the Quaker belief: “that of God 
within Man,” and its application in political affairs. The Quakers are convinced that 
every human being, regardless of outward differences, holds “the Light within.” For 
them, governments are mere instruments which exist only to serve for a fuller realiza- 
tion of the Light within man. This conviction of the Quakers has not required any 
alteration in its application to conduct in international affairs. Thus the Quaker posi- 
tion with respect to foreign policy at mid-twentieth century is: “the morality required 
of men in their intercourse with one another is surely no less binding on them when 
they are called to act in the name of and on behalf of their country.” 

Dr. Byrd places contemporary Quakerism in proper perspective and attaches to it 
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a vital concreteness with a succinct, but well-documented historical study of the rela- 
tionship of Quakerism to international affairs in the past. His account of the develop- 
ment of Quaker thoughts and activities in international affairs from 1647 to the 
present vividly reveals a persistent struggle of “idealists” in the reality of power pol- 
itics. After 1945, as the Quakers became more directly involved in the implementation 
of foreign policy per se, they came to take a more definite position regarding specific 
issues in postwar international affairs. They have supported among other policies the 
strengthening of the United Nations, trade expansion between East and West, and the 
recognition of Communist China and its admission into the United Nations. They have 
opposed among other policies the “containment policy,” the establishment of NATO, 
the rearmament of Germany and Japan, and testing of atomic weapons. 

As expected, many criticisms have been raised against contemporary Quakerism, 
particularly by such “realists” as George Kennan, Reinhold Niebuhr, and Norman 
Thomas. The author expands the Quaker response to these charges in the Epilogue. Do 
the Quakers overemphasize the goodness within man? Or do the critics have too little 
confidence in the power of goodness within man? In the author's view, the validity 
of the Quaker approach to foreign policy must be judged on the basis of the validity 
of their religious conviction. They have no doubt been making a unique contribution 
to the history of international affairs in spite of various criticisms and weakness and 
failures on the part of the Quakers themselves, However, Dr. Byrd, himself a Quaker, 
“having become a member subsequent to the undertaking of this study,” leaves the final 
judgement to the reader. 

Dr. Byrd’s present work, as a clear and conscientious study of three hundred years 
of Quaker efforts in international affairs, must be read not only by those who have a 
particular interest in Quakerism, but also by all those who are concerned with the 
problem of morality, or, “idealism” versus “realism” in international politics. This 
book well deserves the highly favorable Foreword contributed by Professor Hans J. 
Morgenthau. The Bibliographical Note at the end of the book will be of great help 
for further study. 

Shumpei Okamoto 


THE CASE LAW OF THE INTERNATIONAL COURT, II: A REPERTOIRE OF THE 
JUDGMENTS, ADVISORY OPINIONS AND ORDERS OF THE INTERNATIONAL 
COURT OF JUSTICE. By Edward Hambro. (Leyden: A. W. Sythoff), $11.00. 


This second volume of the Case Law of the International Court, takes account of 
the ten Judgments and four Advisory Opinions delivered by the Court between 1952 
and 1958. Mr. Hambro’s excellent analytical organization of materials, plus an ex- 
tensive bibliography at the end, make this a fine reference work for precedent in many 
fields of international law. If this has the effect of exalting some fairly commonplace 
dicta, it also brings a great deal of useful precedent within easy reach. The expanded 
arrangement of contents now includes the contributions of the Amglo-Iranian Oil Co., 
Ambatielos and U.S. Nationals in Morocco cases to the law of treaties, the Minquiers 
and Ecrehos to the law of territorial sovereignty, and the Nottebohm case to nationality 
and diplomatic protection. 

The chapter on International Organizations has taken on new sections on the Secre- 
tariat, the Administrative Tribunal, the Trusteeship Council and UNESCO, all fields 
newly covered by the four Advisory Opinions, and the Judgments on several prelimin- 
ary objections have been taken up in an expanded arrangement of the procedural law 
of the Court, and of its jurisdiction. (The omission of the previous section on Admis- 
sion of Members is probably accidental.) 

As the author makes clear in the introduction, this is a first guide and not a 
substitute for further research on any of the subjects covered. In particular, dissenting 
or separate opinions have not been included, not because Mr. Hambro would deny their 
importance, but in order to limit the size of the work. Those interested in the theory 
of stare decisis and the many who might otherwise be tempted to use this excellent 
volume without considering the theory which produced it, would do well to read the 
short but most illuminating introduction. 

Pierce Newton-King 
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THE REVOLT OF THE MIND. By Tamas Aczel and Tibor Meray. (New York: Frederick 
A. Praeger), 449 pp. $5.00. 


Nearly everyone who has had experience with Fascism or Communism admits that 
the pressures in a totalitarian society are too great to withstand. The choice for a writer 
is either to submit to the government or not to publish. Some are content with writing 
and not publishing, but most require an audience; and when the great material rewards 
for compliance are also taken into account, it is not hard to understand why many 
writers in Communist countries prefer publishing in Party organs to working on 
sovkhozes. 

The authors of this book on Hugarian literary politics from 1945 to 1956 must 
be familiar with these aspects of the writer's position, but they do not elaborate upon 
them and refuse altogether to analyze individual motivations more than very superficial- 
ly. This refusal, or lack of insight, renders, their work inferior to a book like The 
Captive Mind. However, a more detailed psychological analysis might have made it 
difficult for them to maintain their thesis that ‘in general . . . the writers had never 
really known what was going on in the country” up until Imre Nagy’s first premier- 
ship in 1953, and that thereafter the writers fomented and guided the “purifying storm” 
which led to the Revolution (of which they were the “soul and body’). 

To be sure, the authors do not give the Hungarian writers an entirely clean bill 
of health. At several points they hint at the joint responsibility of the writers as mem- 
bers of the ruling group. But they view events in terms of “intentions” and “changes 
of heart,” a struggle between good and evil. They simply lack the skill to describe, 
in all its complexity, the social and political eruption which took place in Hungary 
between 1953 and 1956. The temptation to apply the stereotypes of the Revolution of 
1848 to the more complicated events of 1956 has been irresistible, and the Marxist 
training of the authors has probably dulled them to the subtleties of social intercourse. 
They were eyewitnesses, however, and for that reason at least their book has a certain 
value for students of Hungary and of Communism. 


Harris L. Coulter 


BETWEEN WAR AND PEACE: THE POTSDAM CONFERENCE. By Herbert Feis. (Prince- 
ton, New Jersey: Princeton University Press), 367 pp. $6.50. 


Mr. Feis, the scholar who brought us The Road to Pearl Harbor and The China 
Tangle, here complete his study of the great wartime conferences, begun in Churchill- 
Roosevelt-Stalin. Mr. Feis’ usual free-flowing narrative and incisive analytical treat- 
ment of his material are present in this work also. The author begins this work where 
the ealier one leaves off; the Third Reich is crumbling, the plan for A Thousand Years 
of Peace built on the graves of whole peoples and through the sweat of the Unter- 
menschen has failed. Germany is in ruins, and the Grand Alliance that brought her 
there is itself beginning to crumble. The Potsdam Conference is called in order to tidy 
up the unfinished business of Yalta and to come to grips with the urgent problems of 
liberated Europe. It is with this conference that this work is concerned. 

One of the joys in reading this book is in coming across the occasional philo- 
sophical insights or reflections that Mr. Feis from time to time allows himself. For 
instance, he says that: 


History hints that what is done during the first few months after a great 
war ends is likely to determine the fate of the next generation, perhaps of 
many generations. Since prophets were not usuable as diplomats, it was a time 
that called on diplomats to be prophets. 


The author does not allow himself any attacks on the personalities in this narrative, 
though one suspects he must have had difficulty at times in restraining himself, Rather, 
he just records the facts and lets them speak for themselves. For instance, though Tru- 
man had just moved from his post as President of the Senate to the world’s most dif- 
ficult job, a job for which he had not been adequately prepared, he nevertheless failed 
to make maximum use of the excellent studies and background materials that had been 
prepared by the State Department to acquaint him with the issues at stake at Potsdam. 
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The voyage over was his first opportunity to study them, but his ‘was not the way 
of a patient student of pondering mind, but rather the way of a person who habitually 
sought simple versions from which he could arrive at quick decisions.” Feis goes on to 
report that this “‘great and grave chore did not prevent him from spending much time 
in informal talk with his friends and with the newspapermen who were on board, or 
interfere with his enjoyment of dinner concerts and movies and card games.” 

Truman carried with him to Potsdam the secret of the atomic bomb. It was while 
he was there that the fateful message arrived telling of the successful explosion on 
a New Mexico dessert. Feis reprints the message in full, and it makes very interesting 
reading. Though Mr. Feis had access to the as-yet-unpublished Potsdam papers and 
quotes from them at length, he does not mention anything about Truman’s knowledge 
that the Japanese were trying to negotiate a peace through the Russians. The two schol- 
ars who recently reported this fact brought down on their heads the wrath of the 
State Department, which immediately withdrew the privilege of allowing scholars to 
examine unpublished diplomatic papers. Yet Truman mentioned in Year of Decisions 
that Stalin had informed him that the Japanese had already made one such overture 
and were then in the process of making a second one. Instead of following up these 
overtures, we issued the Potsdam Declaration calling on the Japanese to surrender or 
be destroyed and then a short time later perpetrated the deed that will long stain our 
honor and blight our conscience. 

Mr. Feis approaches his material in quite an unbiased fashion, a priceless assest 
in a scholar. He tempers any policy decision toward Germany that might today seem 
unduly harsh by reminding his reader of the suffering Germany visited on mankind, and 
when contrasting the harsh Soviet attitude toward Germany with the more lenient British 
and American attitudes, he reminds us that German troops were never billeted in British 
and American cities. 

As always the realistic members of the British delegation outshine their more 
idealistic Anglo-Saxon cousins by their keen grasp of power realities and lack of self- 
delusion vis-a-vis Soviet intentions. One wonders what the political map of Europe would 
look like today had these men been leading the mighty American nation instead of an 
exhausted England. 

Mr. Feis has written a brilliant finis to his study of the World War II conferences. 
It is required reading for the student of modern diplomatic history and very interesting 
and informative reading for any person who seeks an understanding of the background 
of the terrible dichotomy in the world today. 


Ramon H. Hulsey 


DIPLOMAT. By Charles W. Thayer. (New York: Harper and Brothers), 299 pp. $4.50. 


Mr. Thayer is an expert propagandist. That is only natural, because in the course 
of a 19-year career in the United States Foreign Service, with time out for the Office 
of Strategic Service, he headed the Voice of America from 1947 to 1949. His latest book, 
in fact, could be subtitled, “The Voice of the Foreign Service.” The author combines 
a professional’s plea for professional diplomacy with a protest against those who persist 
in seeing diplomatists as “cookie pushers in striped pants.” 

Diplomat, however, is not mainly a plea, but an explanation. In 23 highly readable 
chapters, Mr. Taylor explains what, in practice, is the role of such things as representa- 
tion, negotiation, the consular corps, codes, couriers, intelligence, diplomatic privileges 
and immunities and protocol, served with a liberal helping of history. This treatment is 
largely derived from the scholarly works cited at the end of the bvok. Its real value is 
to be found in the wealth of personal experience and anecdote, which give the book 
its “human interests.” Almost every informative point is accompanied by a lively story 
with which Mr. Taylor proves that international politics affects people as well as na- 
tions. It would be hard to find a more conclusive illustration of the dangers inherent 
in appointing untrained men to sensitive posts than the tale of the visit of a newly 
appointed American businessman-ambassador to Tito’s office. The ambassador was so 
charmed by the Marshall that he invited him to visit the United States, sending the 
Department of State into an uproar. 
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As Mr. Thayer proceeds with his description of what actually goes on in an embas- 
sy and why, he takes time out to speculate on the origins of the Iron Curtain. He 
traces Soviet practice to roots in medieval Byzantine statecraft, which he characterizes 
as “diplomacy by vituperation,” in which “‘straightforwardness, honesty and discretion 
were notably absent.” This section includes some fascinating reminiscences about occa- 
sions on which the course of negotiation ran far from smooth with the Russians on 
the other side of the green baize table. 

This approach makes the book interesting and amusing not only to specialists but 
also to almost any reader. As for the propaganda, it points out that diplomacy is a 
complicated business and asks that it be left in the hands of those who are trained 
for it. This would hardly be controversial if it stopped there, but Mr. Thayer goes 
further and considers which of those trained to deal with it should actually do so. 
His answer: regular Foreign Service officers at their regular stations. He takes a dim 
view of diplomacy by international conference, by special troubleshooters, or by the 
United Nations. And, since the recent debacle in Paris, Mr. Thayer is likely to find 
widespread support for his equally strong opposition to ‘‘personal diplomacy’ until 
lower-rank negotiators have cleared the way for specific agreements. He makes clear 
that he is not criticizing the methods of policy formation, but only the methods in 
which it is sometimes carried out. 

In his effort to correct some popular misconceptions, the author has reinforced 
some others, such as confusing the Senate's advice and consent to a treaty with the 
executive act of ratification. Aside from such minor points, Mr. Thayer has made a 
witty and illuminating contribution to the campaign to render international affairs 
more understandable and interesting to the American people. 


Bruce W. Nelan 
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